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SEC v. Fidelity Registrar & Transfer 

Co., et al. 
Registrar and transfer agent for 
approximately 80 corporations 
and its president enjoined, upon 
consent, from further anti-fraud 
violations in connection with 
issuance, purchase, sale and 
pledge of unlawfully issued 
securities of 8 corporations. 

Weis Securities, Inc. 
Former Weis Board Chairman 
pleads guilty to conspiracy to 
violate Federal securities laws. 


First Detroit Securities Corpo- 

ration, et al. 
Motion by “public interest organ- 
ization” of investors to inter- 
vene or be heard in broker-dealer 
proceedings denied. 


Amendment to Rules 12b-25 and 
0-3 - Form 12b-25, adopted 
Relates to extensions of time for 
furnishing information. 
Repeal of Rule 203-3(b), (c), (d) 
and (e) 
Relates to annual assessments of 
investment advisers. 








SECURITIES ACT OF 1933 
Release No. 5473/March 26, 1974 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF DATE-A-SUPERGIRL, INC. 


The Securities and Exchange Commission order of October 
2, 1973, temporarily suspending the Regulation A exemp- 
tion from registration under the Securities Act of 1933 
with respect to a public offering of stock of Date-A-Super- 
girl, Inc. (“Issuer”), a Florida corporation, has become 
permanent. 


Pursuant to a notification filed on October 10, 1972, Is- 
suer was to offer 50,000 shares of its common stock at 
50-cents per share. According to the order, the Com- 
mission has reason to believe that: (a) the notification and 
offering circular contained untrue statement of material 
facts and omitted to state material facts necessary in order 
to make the statements made, in light of the circumstances 
under which they were made, not misleading, particularly 
with respect to the fact that the notification and offering 
circular failed to adequately disclose securities sold or to 
be sold to the underwriter, and that the lump-sum pay- 
ment due in connection with the sale of its first and only 
franchise was extended over a three-year period; (b) the 
terms and conditions of Regulation A have not been met 
in that the notification did not adequately disclose the 
jurisdictions in which the securities were to be offered 
and the Issuer failed to include financial statements of the 
predecessor partnership as required by paragraph 11 of 
Schedule I, (c) the Issuer failed to cooperate in that it did 
not respond to the staff’s comment letter and follow-up 
requests; and, (d) the offering, if allowed to commence, 
would have been in violation of Section 17(a) of the Securi- 
ties Act of 1933, as amended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10704/March 25, 1974 


Admin. Proc. File No. 3-4373 
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In the Matter of 


JAMES L. BLOOD 
2590 25th Avenue 
Marion, lowa 


MAURIC= L. OEHLER 
1220 S. 5th Street 
Prairie du Chien, Wisconsin 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, James L. Blood and Maurice L. Oehler, who 
were salesmen for a registered broker-dealer, have sub- 
mitted offers of settlement. Solely for the purpose of these 
proceedings and any other proceedings pursuant to Sections 
15(b) and 15A of the Exchange Act, Sections 203(e) and 
203(f) of the Investment Advisers Act, Section 9(b) of the 
Investment Company Act and Section 10(b) of the Securi- 
ties Investor Protection Act, and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to findings of willful violations of the 
securities acts as alleged in that order and to the im- 
position of specified sanctions. Upon the recommendation 
of its staff, the Commission determined to accept the offers. 


On the basis of the order for proceedings and the offers of 
settlement, it is found 1/ that during the period from 
about September 1971 to October 1973, respondents will- 
fully violated and willfully aided and abetted violations of 
Sections 5(a), 5(c) and 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under, in the following respécts: 


1. They offered, sold and delivered securities of New Life 
Trust, Inc. (“NLT”) when no registration statement under 
the Securities Act had been filed or was in effect as to 
those securities. In the offer and sale of such securities 
they made material misrepresentations concerning the safe- 
ty of an investment in NLT securities, the value of the land 
allegedly securing such an investment, and NLT’s financial 
condition. 


2. Oehler offered, sold and delivered securities of Arizona- 
Florida Equities Corp. and of Equitable Development Corp. 
when no registration statement under the Securities Act 
had been filed or was in effect as to those securities. 


The offers of settlement provide that Blood and Oehler may 
each be suspended from association with any broker, dealer, 
investment adviser or investment company for a period of 
six months. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that James L. Blood and 
Maurice L. Oehler be, and they hereby are, suspended from 
being associated with any broker or dealer, investment 
adviser or investment company for a period of six months, 
effective at the opening of business on April 1, 1974. 


For the Commission, by the Office of Opinions and Review, 
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pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are binding only upon the above 
named respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10705/March 27, 1974 


The Securities and Exchange Commission has issued an 
order for a hearing on the application by the Journal Com- 
pany and the Journal Employees’ Stock Trust pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 for 
exemptions for both applicants from the registration, 
reporting, proxy solicitation and insider trading provisions 
of that Act. The application states that the Journal Com- 
pany has its principal offices in Milwaukee, Wisconsin; is 
engaged in the newspaper, broadcasting and printing busi- 
nesses; and is owned by two close corporations, two chari- 
table trusts and the Journal Employees’ Stock Trust which 
has 1,468 unit-holders and holds 82.5% of the Journal 
Company’s outstanding common stock. 


The hearing is scheduled to be held at 10:00 a.m. on April 
29, 1974 at the Commission's offices in Washington, D. C. 
All persons desiring to be heard are directed to file an 
appropriate request in accordance with Rule 9(c) of the 
Commission’s Rules of Practice. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10706/March 27, 1974 


Admin. Proc. File No. 3-4396 
In the Matter of 
FIRST DETROIT SECURITIES CORPORATION, et al. 


MEMORANDUM OPINION AND ORDER DENYING 
MOTION TO INTERVENE BROKER-DEALER PRO- 
CEEDINGS 


Practice and Procedure 
Intervention 

Leave to be Heard 
Statements of Views 
Public Interest Groups 
Counsel Fees 


Motion by a “public interest organization” of investors for 
leave to intervene or in the alternative for leave to be 

heard in broker-dealer proceedings for purpose of expres- 
sing its views as to any proposed settlement and offering 
suggestions for making the securities laws more effective 
and reimbursing injured investors, denied, because of appli- 
cant’s failure to show that such intervention would be like- } 
ly to elucidate the issues or serve the public interest. 
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for 
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Commission has no general equity power to grant counsel 
fees. Hence it cannot award them to intervenors in Ex- 
change Act proceedings. 


APPEARANCES: 


Mark T. Loush, of the Detroit Branch Office of the Com- 
mission, for the Division of Enforcement. 


|. Walter Bader, for the Independent Investor Protective 
League. 


The Independent Investor Protective League (“League”) 
which states that it is a “public interest organization of 
investors who have banded together for their mutual pro- 
tection,” 1/ seeks to intervene in this remedial broker- 
dealer proceeding under the Securities Exchange Act. 


Our Division of Enforcement opposes the motion. To 
begin with, it points out that the moving papers have not 
been served on the parties, as required by Rule 23(a) of 
our Rules of Practice. We agree with the Division that this 
is enough in itself to require that the motion be denied. 
But our decision to deny the League’s motion does not 
rest on that ground alone. 2/ We agree with the Division 
that no showing has been made that would warrant leave 
to intervene. 


The only provision of our Rules of Practice under which 
the League can conceivably be entitled to intervene is Rule 
9(e). 3/ Under that rule, the burden is on the League to 
show that its “participation as a party will be in the public 
interest.” The sole statement in the League’s two-page 
application addressed to this question is as follows: 


“... [T]he participation of the Applicant as a party herein 
wouid serve the public interest in that any proposed settle- 
ment of this matter could be considered not only from an 
administrative point of view but from the point of view of 
a ‘public interest’ organization. In addition there could be 
suggestions made which would insure that practices of 

this kind would not only be effectively terminated but 

that the members of the public victimized would be re- 
imbursed for their losses.” 


We may assume that it would often be in the public inter- 
est to permit organizations which represent the-public, or 
some concerned segment of the public, to participate in 
administrative proceedings where an issue which is of im- 
portance to the public or to the interest which they re- 
present, is to be decided. This broker-dealer proceeding, 
however, does not appear to be such a case. In this, as in 
most other broker-dealer proceedings under Section 15(b) 
of the Exchange Act, the issues are, by law, narrowly 
focused. We are called upon to decide as to each respond- 
ent whether he has violated the federal securities laws or is 
subject to any of the other disqualifications specified in the 
statute. If such a finding is made, we must then decide 
what sanction, if any, among those authorized by law, 
should be imposed, having due regard to the conduct of the 
particular respondent and any other considerations per- 
tinent to him and his circumstances which bear upon the 
selection of an appropriate sanction in the public interest. 
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The League does not show - pm A any interest 
which it may have in this particular case. It does not sug- 
gest that it or any of its members ever had any dealings 
with these respondents, or that it knows anything about 
them or their conduct, character or activities. It does not 
even say how it came to know that they exist. Rather, 
the League merely suggests that it could assist in the con- 
sideration of any offer of settlement from its point of 
view and that it could make suggestions “which would 
insure that practices of this kind would not only be ef- 
fectively terminated, but that the members of the public 
victimized would be reimbursed.” 


The League’s concerns appear to be with issues of general 
policy not addressed to the facts and circumstances of this 
case. Consequently, this proceeding is an inappropriate 
vehicle for their expression. The League can state its views 
on general policy in other ways without complicating this 
proceeding by intervention as a party. 4/ 


With respect to offers of settlement, our Rules of Practice 
implement Section 4 of the Administrative Procedure Act 
(5 U.S.C. §504 (b)), by affording the respondents oppor- 
tunity "for the submission and consideration of . . . offers 
of settlement, or proposals of adjustment when time, the 
nature of the proceeding, and the public interest permit.” 
The factors which enter into consideration of any offer of 
settlement are similar to those involved in a decision on 
the merits. It is necessary to review the settling respond- 
ent’s conduct and the relevant conditions and circum- 
stances with respect to him and arrive at a determination as 
to whether the offer of settlement, under all the circum- 
stances, is an appropriate basis for disposing of the case, 
consistent with the public interest. This determination 
depends largely on the facts of the case. 


Respondents know the facts of this case. So does our staff. 
There is no reason to believe that the League knows the 
facts or could familiarize itself with them without con- 
siderable delay. Consequently, any effort to interject the 
League as an intervenor into the process of decision on an 
offer of settlement would almost certainly prejudice the 
respondent's rights. Furthermore, reasonable settlements 
are generally to be encouraged as a means of disposing of 
cases without unnecessary delay and expense. The willing- 
ness of respondents, generally, to undertake settlement 
negotiations would certainly be reduced if such negotia- 
tions are to be complicated by the interjection of inter- 
venors unfamiliar with the facts. 


With respect to applicant’s other points concerning the 
termination of improper practices and the reimbursement 
of investors, we do not share the League’s optimism that 
any suggestions which could be made would insure that 
practices of this kind would be terminated. No law en- 
forcement proceeding can insure that improper practices 
will not recur. Furthermore, as pointed out above, a 
major function of proceedings of this kind is to arrive at a 
just disposition of the particular case. As to the reimburse- 
ment of investors, we have no authority to award damages 
in a case of this kind, that function being reserved to the 
judiciary. 


The matter is further complicated by the League’s sug- 
gestion that it be awarded attorney’s fees upon the ter- 


SEC DOCKET/753 








mination of the proceeding. We have no authority to make 
such awards in this type of proceeding. Not being a court, 
we have no general equity jurisdiction, 5/ but have only 
the powers given us by Congress. Even if we could award 
fees, it is hard to see where the money couid come from. 
The Commission could not pay attorriey’s fees out of public 
funds since Congress has not appropriated any money for 
that purpose. We would have no authority to tax attorney’s 
fees against the respondents even if we thought this equit- 
able, which we do not, since the League does not propose 
to participate in order to assist respondents in any way. 


In summary, although we would be glad to receive any sug- 
gestions which the League may have for the improvement 
of our enforcement procedures in general, we cannot con- 
clude that intervention by the League as a party in this case 
is either necessary or desirable for that purpose. This sta- 
tutory on-the-record enforcement proceeding is not an apt 
forum for a generalized discussion of the public interest, 
and applicant's intervention would be likely to prejudice 
the respondents and complicate the proceeding. We are, 
therefore, unable to conclude, on the basis of the League’s 
submission, that its participation as a party in this proceed- 
ing would be in the public interest. 


While the League’s motion to intervene must, therefore, be 
denied, paragraph (c) and paragraph (f) of Rule 9 of the 
Rules of Practice provide for more limited participation. 
Grants of such participation are confided to the discretion 
of the hearing officer. But we may consider them here. As 
to paragraph (c), we cannot find, as required by that para- 
graph, that there is any matter in this proceeding which 
affects the League’s interests. Therefore, participation 
under that Paragraph is denied. Paragraph (f) authorizes 
the hearing officer to permit a person to state his views. If 
applicant could show that such a presentation would bear 
on the issues in this case, we would be disposed to permit 
this to be done. We should note, however, that respondents 
have submitted offers of settlement which have been under 
consideration by our staff and will shortly be presented to 
us for decision. Applicant has made no showing of good 
cause for delay in the disposition of those offers, and we 
see none. We shall, therefore, proceed to consider the 
offers. 


In view of the foregoing, 1T |S ORDERED that the appli- 
cation of the Independent Investor Protective League for 
intervention herein as a party pursuant to Rule 9(e) of the 
Commission’s Rules of Practice be, and the same hereby is, 
denied; and it is further 


ORDERED that the Independent Investor Protective 
League’s alternative applications for (1) leave to be heard 
under Rule 9(c) of the Commission’s Rules of Practice, or 
(2) permission to state its views under Rule 9(f) of said 
rules are also denied. 


By the Commission (Chairman GARRETT and Com- 
missioners LOCMIS, EVANS and SOMMER); Com- 
missioner POLLACK not participating. 


George A. Fitzsimmons 
Secretary 
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1/ The League is unincorporated. 


2/ If it did, our order of denial would be without pre- 
judice to a renewal of the application on proper notice. 


3/ The League also refers to Rules 9(a) and 9(b). Rule 
9(a) authorizes participation by government agencies, 
federal, state or municipal. The League clearly is not such 
an agency. Whether, as it suggests, it should be treated as 
if it were, goes to the general question of whether its parti- 
cipation would be in the public interest which is provided 
for in Rule 9(e). Rule 9(b), which authorizes participa- 
tion by persons associated with a broker or dealer, is , on 
its face, inapplicable. The term “person associated with a 
broker or dealer” is defined in Section 3(a) (18) of the Ex- 
change Act as "a partner, officer, director, branch manager 
or employee” of a broker-dealer or a person controlling a 
broker-dealer. The League has no such relationship to the 
respondent in this case or any other broker-dealer. Rule 
9(b), as indicated in paragraph (2) thereof, was adopted by 
reason of the 1964 amendments to the Securities Exchange 
Act, which authorize the Commission to proceed in a 
broker-dealer proceeding not only against a broker-dealer, 
but also against persons associated with a broker-dealer, 
and to impose sanctions against such persons. It has no 
relevance to the League’s application. 


4/ For example, the League could file with us a statement 
of its views concerning the problems presented by this type 
of case and its suggestions for improvement in our enforce- 
ment procedures with respect to them. Or it could simply 
write us a letter. In these ways, it could communicate its 
views to us without any prejudice to the parties in the 
particular case. 


5/ And that is crucial. As the Supreme Court pointed out 
in Sprague v. Ticonic National Bank, 307 U.S. 161, 166 
(1939) quoted with approval in Mills v. Electric Auto-Lite 
Co., 396 U.S. 375, 393 (1970): “The foundation for the 
historic practice of granting reimbursement for the costs of 
litigation other than the conventional taxable costs is part 
of the original authority of the Chancellor to do equity in 
a particular situation.” 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10707/March 29, 1974 


NOTICE OF ADOPTION OF FORM 12b-25 AS WELL AS 
AMENDMENTS TO RULE 12b-25 AND RULE 0-3 
UNDER THE SECURITIES EXCHANGE ACT OF 1934 


The Securities and Exchange Commission announced today 
that it has adopted Form 12b-25 and an amendment to 
Rule 12b-25 under the Securities Exchange Act of 1934 
(“the Act”). Rule 12b-25 sets forth the circumstances 
under which a registrant may apply for an extension of 
time to furnish to the Commission information required 

by Sections 73 and 15(d) under the Act. The newly adopt- 
ed amendment to Rule 12b-25 provides that all applications 
for extensions of time to furnish information to the Com- 
mission must be submitted on Form 12b-25. The purpose 
of the amendment is to give registrants clear and practical 


lay 


guidelines for applying for an extension and to allow for 
uniform and more expeditious consideration of such appli- 
cations by the Commission’s staff. 


The Commission has also adopted an amendment to Rule 
0-3 under the Act relating to the filing of material with the 
Commission pursuant to the Act or the rules and regulations 
thereunder. The new amendment to Rule 0-3 provides that 
if the last day on which papers can be accepted as timely 
filed falls on a Saturday, Sunday or holiday, such papers 
may be filed on the first business day following. 


The proposal to adopt Form 12b-25, as well as the amend- 
ment to Rule 12b-25, was announced in SEA Release No. 
10535, dated December 4, 1973. As a result of its in- 
vitation for public comment on such announcement, the 
Commission has adopted a number of very helpful and 
meaningful suggestions which were advanced by the self- 
regulatory authorities, the securities bar and registrants. 


Text of Rule 12b-25, as Amended. 


Rule 12b-25. Extension of Time for Furnishing Infor- 
mation. 
Note: The disclosures required in reports filed with 
the Commission ere essential to the preservation 
of free, fair and informed securities markets. It 
is of critical importance that such reports be 
furnished within the time they are required to 
be filed under the Commission's rules. Only 
the most compelling and unexpected circum- 
stances justify a delay in the filing of a report 
and the dissemination to the public of the 
factual information called for therein. 


(a) If any required information, document or report, other 
than an initial registration statement under Section 12(g) 
of the Act, cannot, without unreasonable effort or 
expense, be furnished within the time it is required to be 
filed, the registrant shall, as soon as possible, but no later 
than the last day of the specified period, file with the Com- 
mission, an application on Form 12b-25 for an extension 
of time of not more than 30 days furnishing the infor- 
mation called for by all items of the Form. One additional 
extension of not more than 30 days also may be applied 
for in the same manner as the initial application. 


(b) An application pursuant to paragraph (a) shall be 
deemed granted unless the Commission within 15 days 
after the receipt thereof shall enter an order denying the 
application or shall notify the registrant that the appli- 
cation does not meet the requirements of the rule. 


(c) An application for any further extension of time 
beyond that provided for in paragraph (a) shall be made 

in the same manner as set forth in paragraph (a) but shall 
be deemed to have been denied unless the Commission shall 
enter an order granting such application within 15 days 
after its receipt. 


(d) If the extension requested pursuant to paragraph (a) 

or (c) is necessitated by the inability of any person other 
than the registrant to furnish any required opinion, in- 
formation, report or certification, the application shall have 


attached as an exhibit, a statement signed by such person 
stating the specific reasons why such person is unable to 
furnish the required opinion, information, report or certi- 
fication. 


(e) If the application pursuant to paragraph (a) or (c), or 
the extension of time granted, relates only to a portion of 
the required information, document or report, the regis- 
trant shall file the remaining portion, and the portion filed 
shall prominently indicate the nature of the omitted por- 
tion. 


The foregoing action was taken pursuant to Sections 13, 
15(d) and 23(a) under the Securities Exchange Act of 
1934 and will take effect on June 3, 1974. Copies of 
Form 12b-25 will be available in the Publications Unit, 
Securities and Exchange Commission, Washington, D. C. 
20549 on and after May 6, 1974. 


Text of Rule 0-3, as Amended. 
Rule 0-3. Filing of Material with the Commission. 


All papers required to be filed with the Commission pur- 
suant to the Act or the rules and regulations thereunder 
shall be filed at its principal office in Washington, D. C. 
Material may be filed by delivery to the Commission, 
through the mails or otherwise. The date on which papers 
are actually received by the Commission shall be the date 
of filing thereof if all of the requirements with respect to 
the filing have been complied with, except that if the last 
day on which papers can be accepted as timely filed falls 
on a Saturday, Sunday or holiday, such papers may be 
filed on the first business day following. 


The Commission finds that the amendment to Rule 0-3, 
under the Act is in the public interest and should not im- 
pose burdens on issuers or others or sacrifice the protec- 
tion of investors, and thus, further notice and rule making 
procedures pursuant to the Administrative Procedure Act 
are unnecessary. Accordingly, this amendment shall be- 
come effective upon publication in the Federal Register. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18338/March 25, 1974 


In the Matter of 
THE CONNECTICUT LIGHT & POWER COMPANY 
Berlin, Connecticut 


(70-5455) 


SUPPLEMENTAL ORDER CORRECTING ORDER 
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AUTHORIZING ISSUANCE AND SALE OF FIRST 
MORTGAGE BONDS AND PREFERRED STOCK AT 
COMPETITIVE BIDDING 


By Order dated March 12, 1974, the Commission granted 
the amended application of the Connecticut Light & Power 
Company (“CL&P”) in the above-entitled proceeding 
(HCAR No. 18319). The fees, commissions and expenses 
were stated to aggregate $63,800, but erroneously omitted 
to disclose fees and expenses in addition to legal fees and 
accountant’s fees. The paragraph is hereby amended to 
reflect that aggregate fees, expenses and commissions are 
$209,000, which includes printing and engraving costs of 
$83,900, accountants fees of $15,000, and a bond rating 
fee of $5,000. In addition, such paragraph is amended to 
reflect the fact that the legal fees there given incorrectly 
included a $20,000 fee which is in fact not a direct expense 
of CL&P’s, but is instead to be paid by the successful 
bidders for the bonds and preferred stock. 


For the Commission, by the Division of Corporate Reyu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18339/March 26, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 

Wilmington, Delaware 19807 
(70-5481) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND TO DEALERS IN 
COMMERCIAL PAPER AND EXCEPTION FROM THE 
COMPETITIVE BIDDING REQUIREMENTS OF RULE 
50 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding company, 
has filed an application with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 ("Act”), 
designating Section 6(b) thereof and Rule 50 promulgated 
thereunder as applicable to the proposed transactions. Ail 
interested persons are referred to the application, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


Columbia requests that the exemption from the provisions 
of Section 6(a) of the Act afforded to it by the first sen- 
tence of Section 6(b) thereof, relating to the issue and sale 
of short-term notes, be increased through May 31, 1975, 
from 5% to approximately 15% of the principal amount 
and par value of the other securities of Columbia then out- 
standing in order to permit Columbia to have outstanding 
up to $220,000,000 principal amount of proposed short- 


term notes, consisting of bank notes and commercial paper. 


Generally, Columbia will make the proceeds from the sale 
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of these notes available to its subsidiary companies for 
construction, for the purchase of underground storage gas 
during the summer months, for other miscellaneous in- 
ventories, and for other short-term requirements, in ac- 
cordance with the terms of another filing with this Com- 
mission (File No. 70-5482). 


Columbia proposes to issue and sell, from time to time 
through May 31, 1975, short-term notes in the form of 
commercial paper and notes to banks, in an aggregate 
amount not exceeding $220,000,000 at any one time out- 
standing. 


It is Columbia's intention to issue and sell commercial 
paper to one or more dealers, and it will continue to do so 
as long as the effective interest rate is less than the ef- 
fective interest cost which Columbia would have to pay to 
banks for an equivalent amount of funds as of the date of 
borrowing, except that, in order to obtain maximum flexi- 
bility, commercial paper may be issued with a maturity of 
not more than 60 days from the date of issue with an 
effective interest cost in excess of such effective interest 
cost on bank borrowings. 


The commercial paper will be in the form of promissory 
notes with maturities not to exceed 270 days and will not 
be prepayable prior to maturity. The actual maturities will 
be determined by market conditions, effective interest cost 
to Columbia, and Columbia’s anticipated cash requirements 
at the time of issue. The commercial paper notes will be 
issued in denominations of not less than $50,000 and not 
more than $5,000,000 and will be sold at a discount 

which will be not in excess of the discount rate per annum 
prevailing at the date of issuance for commercial paper of 
the particular maturity and rating. 


It is stated that no commission or fee will be payable in 
connection with the issue and sale of the commercial 

paper notes. Each dealer, as principal, will reoffer such 
notes at a discount rate of 1/8 of 1% per annum less than 
the discount rate to Columbia. The reoffering will be 
made to not more than an aggregate of 200 customers of 
the Dealers, such customers to be identified and designated 
in lists (non-public) prepared in advance. No additions will 
be made to the customer lists which will consist of institu- 
tional investors. It is expected that Columbia’s commercial 
paper notes will be held by customers to maturity, but, if 
they wish to resell prior thereto, the applicable dealer, pur- 
suant toe a repurchase agreement, will repurchase the notes 
and reoffer the same to others in its specified group of cus- 
tomers. 


Columbia requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper. in support of this request, Columbia 
states that the proposed commercial paper notes will have 
a maturity of nine months or less, that it is not practical to 
invite competitive bids for commercial paper, and that 
current rates for commercial paper for such prime borrow- 
ers as Columbia are published daily in financial publi- 
cations. Columbia has also requested that authority be 
granted to file certificates under Rule 24 with respect to 
the proposed transactions on a quarterly basis. 


Columbia proposes that up to $115,000,000 of the afore- 
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said commercial paper will be converted into short-term 
bank loans on or before November 1, 1974, and Columbia 
intends to secure credit lines from a group of banks in a 
maximum aggregate amount of $115,000,000, borrowings 
thereunder to be repaid at or before the maturity date 


thereof, May 31, 1975, with cash generated from operations. 


The bank loans will bear interest at the minimum com- 
mercial lending rate in effect from time to time at Morgan 
Guaranty Trust Company of New York and will be pre- 
payable, in whole or in part, at any time without penalty. 


It is stated that although banks have not required that 
Columbia maintain minimum compensating balances, it has 
been a policy of Columbia to maintain bank balances which 
on an annual basis are somewhat in excess of 20% of its 
average annual loans. On this basis, the effective cost of 
the bank borrowings (based on a prime rate of 8%%) would 
be 10.94% per annum. 


Columbia states that it plans to sell $40,000,000 principal 
amount of debentures in May 1974 and $50,000,000 of 
preferred stock in June 1974 and that it is estimated that 
additional long-term financing in the amount of 
$105,000,000 will be required during 1974. Such addi- 
tional financing will be the subject of future filings with 
this Commission. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 22, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the application, as 
filed or as it may be amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 


100 thereof or take such other action as it may deem appro- 


priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18340/March 27, 1974 


In the Matter of 





THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida 


MISSISSIPPI| POWER COMPANY 
Gulfport, Mississippi 
(70-5471) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
NOTES TO BANKS AND TO DEALERS IN COM- 
MERCIAL PAPER BY HOLDING COMPANY AND 
THREE SUBSIDIARY COMPANIES; EXCEPTION FROM 
COMPETITIVE BIDDING; PROPOSED CAPITAL CON- 
TRIBUTIONS TO SUBSIDIARY COMPANIES BY 
HOLDING COMPANY 


The Southern Company (“Southern”), a registered holdinc 
company, and three of its electric utility subsidiary com- 
panies, Alabama Power Company (“Alabama”), Gulf 
Power Company (“Gulf”) and Mississippi Power Company 
("Mississippi"), have filed an application-declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(b), 7 and 12 of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) and Rules 45 and 50 promul- 
gated thereunder regarding the following transactions. 


Southern, Alabama, Gulf, and Mississippi propose to issue 
and sell unsecured notes to banks and/or commercial 

paper to dealers from time to time through March 31, 1975, 
up to an aggregate principal amount of $160,000,000 out- 
standing at any one time in the case of Southern, and 
$80,000,000, $25,000,000 and $26,500,000, respectively, 
in the cases of Alabama, Gulf, and Mississippi. 


Southern, Alabama, and Mississippi state that, by post-ef- 
fective amendment hereto, they may request authorization 
to increase their respective amounts of short-term finan- 
cing to $200,000,000, $135,000,000 and $28,000,000. 
The foregoing proposals are in addition to those contained 
in a separate application-declaration filed by Georgia 
Power Company ("Georgia”) for interim financing of 
$250,000,000 by Georgia during the same period (See 

File No. 70-5463}. 


Each of the three operating subsidiaries has arranged to is- 
sue and sell the proposed bank notes to local territorial 
banks, as follows: 





Number of Aggregate 
Company Local Banks Amount 
Alabama Power Company 75 $61,005,000 
Gulf Power Company 18 14,123,000 
Mississippi Power Company 40 10,592,500 
$85,720,500 


In addition, an aggregate of up to $60,000,000 will be 
borrowed by Southern from a group of eight non-local 
banks--a portion of such aggregate, however, to be available 
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to Alabama, Gulf, Mississippi, or Georgia. The bank notes, 
to be dated as of the date of issue, are to mature not more 
than one year thereafter in the case of Southern (but not 
later than June 30, 1975) and nine months in the cases of 
Alabama, Gulf, and Mississippi, and will bear interest at a 
rate not in excess of the prime rate in effect at the lending 
bank. The notes may be prepaid, in whole or in part, with- 
out penalty or premium. Alabama, Gulf, and Mississippi 
request that the exemption afforded by Section 6(b) of the 
Act relating to the issuance of short-term notes be increased 
to permit issue and sale of the notes herein proposed. 


Alabama, Gulf, and Mississippi state their respective average 
daily operating balances with their local banks will be 
adequate to meet the compensating balance requirements of 
such banks. Aithough no arrangements have yet been 

made as to borrowings from non-local banks, it may reason- 
ably be expected that such banks will require compen- 
sating balances, so that the effective cost of money from 
that source would be 10.93% per annum, assuming an 

8-%% prime rate and a 20% compensating balance. 


Changes may be made in the maximum amount of bank 
notes to be outstanding for each company after the filing of 
a post-effective amendment setting forth such changes and 
upon the issuance of a further order of the Commission 
granting and permitting such post-effective amendment to 
become effective. 


Southern and Alabama further propose that, in lieu of 
portions of the bank borrowings hereinabove proposed, each 
may from time to time borrow, from the trust department 
of one or more of the following commercial banks, up to 
the specified amount: 


Maximum Aggre- 





gate Principal 

Bank Trust Department Amount 
Southern: Bankers Trust Company, 

New York City $25,000,000 
Alabama: Birmingham Trust National 

Bank Birmingham, Alabama 8,000,000 

The First National Bank of 

Birmingham, Alabama 10,000,000 

The First National Bank 

of Montgomery 

Montgomery, Alabama 5,000,000 

First National Bank 

of Mobile 

Mobile, Alabama 3,000,000 

Exchange Security Bank 

Birmingham, Alabama 5,000,000 


Such trust department borrowings will be made in each case 
pursuant to a master note agreement with the lending 

trust department and will bear interest at a rate or rates per 
annum equivalent to the rate currently charged by such 
trust department to other borrowers for similar borrowings, 
provided that such interest rate shall not exceed the cur- 
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rently quoted discount rate on directly placed commercial 
paper of 90 to 180 day maturities issued by one or more 
financial credit companies as specified in the applicable 
master note agreement. No master note shall remain due 
later than 12 months in the case of Southern or 9 months 
in the case of Alabama from the date of issuance thereof. 
Each trust department will have the right to demand pay- 
ment of all or any part of the outstanding principal on any 
master note, and such principal will be prepayable at any 
time without penalty. Each master note agreement will be 
terminable by either party upon 30 days notice. 







Southern, Alabama, Gulf, and Mississippi also propose, 
from time to time through March 31, 1975, to issue and 
sell commercial paper in the form of short-term pro- 
missory notes to dealers in commercial paper (“dealers”). 
The commercial paper notes will be issued in denomin- 
ations of not less than $50,000 and not more than 
$5,000,000 with varying maturities not to exceed 270 
days, and will not be prepayable prior to maturity. The 
commercial paper will be sold by each issuing company 
directly to or through a dealer at a discount which will not 
be in excess of the discount rate per annum prevailing at 
the date of issuance for prime commercial paper of com- 
parable quality and similar maturity. No commercial paper 
notes will be issued having a maturity of more than 90 
days at an effective interest cost which exceeds the ef- 
fective interest cost at which the issuer could borrow from 
banks. 


The dealer will reoffer such commercial paper at a dis- 

count rate of 1/8 of 1% per annum less than the prevailing 
interest rate to the issuer. The commercial paper of each 
company will be reoffered, respectively, to not more than } 
200 customers of the dealer identified and designated in a 
non-public list prepared in advance by the dealer. No addi- 
tions will be made to such list of customers without the 
approval of the Commission. 


Southern proposes to use the proceeds of the proposed 
bank notes and commercial paper sales and trust borrow- 
ings, together with general treasury funds and other avail- 
able funds, to make equity investments in the form of 
capital contributions to Alabama, Mississippi, Gulf, and 
Georgia. The capital contributions proposed to be made 
through March 31, 1975 (other than those heretofore 
authorized by the Commission) are as follows: 
$117,250,000 to Alabama; $122,500,000 to Georgia; 
$12,000,000 to Mississippi; $7,500,000 to Gulf. 


Alabama, Gulf, and Mississippi will employ the proceeds of 
the short-term bank borrowings and commercial paper to 
finance their future construction programs, to reimburse 
their treasuries for prior expenditures for their respective 
construction programs, and to pay at maturity bank notes 
and commercial paper notes issued for such purposes. The 
applicant-declarants state that the bank borrowings and/ 
or commercial paper to be issues pursuant to their pro- 
posals herein are expected to be retired from the proceeds 
of debt and/or equity financings unless otherwise author- 
ized by the Commission. 


The issuance of Alabama of its notes has been expressly 
authorized by the Alabama Public Service Commission, 
and the issuance by Gulf of its notes has been expressly 
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authorized by the Florida Public Service Commission. No 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


The proposed issue and sale of the commercial paper is 
excepted from the competitive bidding requirements of 
Rule 50, pursuant to paragraph (a) (5) thereof, since: (a) all 
commercial paper which the applicants-declarants propose 
to issue and sell will have maturities not in excess of 270 
days; (b) current rates for commercial paper for prime 
borrowers such as the applicants-declarants are published 
daily in financial publications; and (c) it is not practicable 
to invite competitive bids for commercial paper. 


Applicants-declarants request authority to file certificates 
of notification under Rule 24 in respect of sales of their 
herein proposed borrowings within 30 days after the end of 
each calendar quarter. 


Due notice of the filing of said application-declaration as 
amended has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18300), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and ruies thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms 

and conditions prescribed in Rule 24 promulgated under 
the Act, except that notifications required under said rule 
may be filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18341/March 25, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 

Wilmington, Delaware 19899 

(70-5377) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUE AND SALE OF SHORT-TERM 
NOTES TO BANKS AND/OR COMMERCIAL PAPER TO 
A DEALER IN COMMERCIAL PAPER OR PRIVATE 
INVESTORS; AND EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company ("Delmarva"), a registered holding com- 
pany and a public-utility company, has filed with this Com- 
mission a post-effective amendment to the declaration in 
this proceeding pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6(a) and 

7 of the Act and Rule 50(a) (2) and 50(a) (5) (C) pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the amended 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


By Order dated September 11, 1973 (Holding Company 
Act Release No. 18087), the Commission authorized Del- 
marva until December 31, 1974, to issue and sell short- 
term notes to banks and to issue and sell commercial paper 
to a dealer in commercial paper and to investors in com- 
mercial paper, such as banks and insurance companies, in 
an aggregate amount of up to $75,000,000 outstanding at 
any one time. Delmarva now proposes to increase the 
amount of said short-term borrowings to a maximum of 
up to $124,000,000 outstanding at any one time. 


Issues of short-term notes to banks will be limited to an 
aggregate of $60,000,000 outstanding at any one time, 
and issues of commercial paper will be limited only to the 
extent that, when added to short-term notes to banks 
actually outstanding on the date of issuance, the total will 
not exceed $124,000,000. Delmarva has established addi- 
tional bank lines of credit aggregating $15,000,000 with 
certain major banks in New York, Philadelphia, and 
Chicago. The names of the banks and the terms of the 
borrowing are as previously noted. 


It is stated that, primarily as a result of recent increased 
acceleration in the cost of fuel, Delmarva’s unsecured 
short-term borrowings for the first two months of 1974 
have exceeded expectations by 76% and also that, because 
of uncertainties as to the extent of the company’s com- 
pliance with environmental regulations in the areas in 
which its generating facilities are located, a proposed sale 
of additional first mortgage and collateral trust bonds has 
been delayed and that such delays may occur in the future. 


It is represented that no State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 18, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
declaration which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as now amended 
or as it may be further amended, may be permitted to be- 
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come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemtion from such rules as provided 
in Rules 20(a) -nd 100 thereof or take such other action as 
it may deem a! >ropriate. Persons who request a hearing or 
advice as to w\_ ther a hearing is ordered will receive notice 
of further deve _pments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


Fort Commission, by the Division of Corporate Regu- 
latio , pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18342/March 29, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5462) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK BY HOLDING COMPANY AT COM- 
PETITIVE BIDDING 


Delmarva Power & Light Company (“Delmarva”), a regis- 
tered holding company, has filed a declaration, and amend- 
ments thereto, with this Commission pursuant to Sections 
6 and 7 of the Public Utility Holding Company Act (“Act”) 
and Rule 50 promulgated thereunder regarding the follow- 
ing proposed transaction. 


Delmarva proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, 1,400,000 addi- 
tional shares of its authorized but unissued common stock, 
par value $3.37 % per share. At December 31, 1973 Del- 
marva had 13,548,446 shares of common stock outstand- 
ing. 


The net proceeds received from the proposed issue and sale 
of common stock will be applied toward the retirement of 
short-term indebtedness incurred for interim financing of 
the construction program of Delmarva and its subsidiaries. 
On February 7, 1974, such indebtedness amounted to 
$48,950,000. Construction expenditures for 1974 are esti- 
mated at $115,355,000, which includes an allowance for 
funds used during construction of $8,095,0G0. Delmarva 
states that it expects to finance the foregoing construction 
program in part with the proceeds of additional issuances 
of securities in 1974. 


The Public Service Commission of Delaware has jurisdiction 
over the proposed transaction, and a copy of the order is- 
sued by that commission has been filed with this Com- 
mission. It is stated that no other State commission, and 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration, as amended, has 
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been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18302), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18343/March 29, 1974 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN CONSOLIDATED GAS COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5477) 


NOTICE OF PROPOSAL TO ISSUE AND SELL PRO- 
MISSORY NOTES TO BANKS BY HOLDING COMPANY, 
OF FIRST MORTGAGE PIPE LINE BONDS BY SUBSI- 
DIARY COMPANY AT COMPETITIVE BIDDING, AND 
OF COMMON STOCK TO HOLDING COMPANY BY 
SUBSIDIARY GAS COMPANY AND SUBSIDIARY 

PIPE LINE COMPANY 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company ("American Natural”), a registered holding com- 
pany, Michigan Wisconsin Pipe Line Company ("Michigan 
Wisconsin”), a non-utility subsidiary company of American 
Natural, and Michigan Consolidated Gas Company (“Michi- 
gan Consolidated”), a gas utility subsidiary of American 
Natural, have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6, 7, 9, 

10 and 12(f) of the Act and Rules 43 and 50 thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, which 
is summarized below, for a complete statement of the 
proposed transactions. 


Michigan Wisconsin proposes to issue and sell, subject to 
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the competitive bidding requirements of Rule 50 under the 
Act, $50,000,000 principal amount of its First Mortgage 
Pipe Line Bonds (“New Bonds”), ___% Series, due 1994. 
The interest rate on the New Bonds (which shall be a mul- 
tiple of 1/8th of 1%) and the price to be received by Michi- 
gan Wisconsin for the New Bonds (which price, exclusive 
of accrued interest, shall be not less than 98%%, and not 
more than 101%%, of the principal amount) are to be 
determined by competitive bidding. The New Bonds will 
be issued under a Mortgage and Deed of Trust, dated as 

of September 1, 1948, as heretofore supplemented and as 
to be further supplemented by a Twenty-seventh Supple- 
mental Indenture, to be dated as of June 1, 1974, bet- 
ween Michigan Wisconsin and First National City Bank and 
Peter A. Armenia, as Trustees (“Indenture”), which in- 
cludes a prohibition until June 1, 1979 against refunding 
the New Bonds with the proceeds of funds borrowed at a 
lower effective interest cost. A sinking fund will be com- 
menced on June 1, 1979 to retire the issue by maturity. 
The Indenture provides that sinking fund payments shall 
be accelerated under certain circumstances relating to an- 
nual reports which are required to be submitted to the 
Indenture Trustees regarding estimated dates of exhaustion 
of firm gas supply. 


Michigan Wisconsin also proposes to sell, and American 
Natural proposes to purchase, an additional 580,000 
shares of Michigan Wisconsin’s common stock, par value 
$100 per share, for a cash consideration of $58,000,000. 
Accordingly, Michigan Wisconsin proposes to amend its 
Certificate of Incorporation to increase its authorized 
capital stock from 2,445,000 to 3,025,000 shares. Prior 
to or concurrently with the sale of the common stock, 
Michigan Wisconsin wil pay to American Natural a special 
cash dividend in the amount of $20,000,000, the effect of 
the two transactions being to convert $20,000,000 of 
Michigan Wisconsin’s existing retained earnings into com- 
mon stock. 


Michigan Consolidated proposes to sell, and American 
Natural proposes to purchase, an additional 1,500,000 
shares of Michigan Consolidated’s common stock, par 
value $14 per share, for a cash consideration of 
$21,000,000. Accordingly, Michigan Consolidated pro- 
poses to amend its Articles of Incorporation to increase its 
authorized capital stock from 13,600,000 to 15,100,000 
shares. 


To provide the funds necessary for making investments in 
the common stock of Michigan Wisconsin and Michigan 
Consolidated of up to $38,000,000 and $21,000,000 
respectively, American Natural proposes to borrow from 
banks under lines of credit an aggregate of $60,000,000 on 
its unsecured promissory notes (“Notes”) maturing one 
year from the date of sale of Michigan Wisconsin’s New 
Bonds, whichever is later). American Natural has obtained 
lines of credit from banks (herein coilectively referred to 
as “Banks”) providing for this borrowing. The Banks and 
their respective commitments are as follows: 


First National City Bank, New York, N.Y. $25,000,000 
Manufacturers Hanover Trust Company, 

New York, N.Y. 20,000,000 
The Chase Manhattan Bank, New York, N.Y. 15,000,000 


$60,000,000 


American Natural will pay a fee of % of 1% on any unused 
commitment, although the commitment can be reduced 

at any time without penalty. The Notes may be prepaid 

at any time without penalty, will bear interest at 1% over 
the prime rate in effect at the lending bank on the date of 
borrowing, and shall be payable at the end of each 90-day 
period subsequent to the date of the first borrowing and 

at maturity. The additional interest is in lieu of the normal 
compensating balance arrangements. 


Michigan Wisconsin will apply the net proceeds from the 
proposed sale of the New Bonds and common stock to re- 
pay outstanding bank loans or commercial paper used to 
finance 1973 and 1974 capital requirements and to finance, 
in part, its construction program, or to make advance pay- 
ments to producers. Michigan Consolidated will apply the 
net proceeds from the sale of its common stock to retire 
outstanding short-term debt and to finance, in part, its 
1974 construction program. 


A statement of the fees, commissions and expenses incur- 
red or to be incurred in connection with the proposed 
transactions will be supplied by amendment. The Michi- 
gan Public Service Commission has jurisdiction over the 
proposed sale of common stock by Michigan Consolidated 
to American Natural, and the order of that authority will 
be supplied by amendment. It is stated that no other State 
commission, and no Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 24, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed 
or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18344/March 26, 1974 


Admin. Proc. File No. 3-4457 
In the Matter of 


PENN FUEL GAS, INC. 
JOHN H. WARE 

55 South Third Street 
Oxford, Pennsylvania 19363 
(70-4709) 


NOTICE OF FILING AND ORDER FOR HEARING ON 
PROPOSED EXCHANGE OF COMMON STOCK BET- 
WEEN AN EXEMPT HOLDING COMPANY AND A 
PUBLIC UTILITY COMPANY 


NOTICE IS HEREBY GIVEN that Penn Fuel Gas, Inc. 
(“Penn Fuel”), an exempt public utility holding company, 
and John H. Ware (“Ware”), an affiliate of Penn Fuel, have 
filed an application and amendments thereto with this 
Commission pursuant to Sections 9 and 10 of the Public 
Utility Holding Company Act of 1935 ("Act"), regarding 
a proposed offer to exchange shares of Penn Fuel common 
stock for the common stock of North Penn Gas Company 
(“North Penn”), a public utility company. All interested 
persons are referred to the application, as amended, which 
is summarized below for a complete statement of the pro- 
posed transactions. 


Penn Fuel, a Pennsylvania corporation, is an exempt hold- 
ing company pursuant to Section 3(a) (1) of the Act. Hold- 
ing Company Act Release No. 10646 (June 29, 1951). 
Ware, the president and a director of Penn Fuel, owns or 
controls, directly or indirectly, approximately 93% of its 
outstanding common stock. Penn Fuel, in turn, is the 
parent company of twenty-five wholly-owned subsidiary 
gas utility companies, of which twenty-four are incor- 
porated in Pennsylvania and doing business solely within 
its boundaries and one is incorporated in Maryland and 
does business in both Maryland and Pennsylvania. The 
utility subsidiary companies are presently supplying natural 
gas at retail to about 29,000 customers. Penn Fuel also en- 
gages through other subsidiaries in the sale of liquified pro- 
pane gas in containers to customers in Pennsylvania, New 
Jersey, Delaware and Maryland, and engages in the sale of 
gas appliances in connection with its overall business. As 
of June 30, 1973, Penn Fuel recorded on a consolidated 
basis (unaudited) assets, less accumulated depreciation and 
retirements, of $23,962,897. Its consolidated net income 
for the twelve months ended June 30, 1973, amounted to 
$1,131,460. 


North Penn is a gas utility company incorporated in 
Pennsylvania and engaged in supplying gas at retail to 
approximately 28,000 customers in eight counties in 
northern Pennsylvania. North Penn sells gas at wholesale 
to other gas utility companies operating in Pennsylvania 
and New York, and also sells gas appliances to its retail 
customers. On June 30, 1973, North Penn reported assets, 
less accumulated depreciation and retirements of 
$23,563,664. Its net income for the twelve months ended 
June 30, 1973, amounted to $1,135,230. 
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On March 20, 1969, the Commission pursuant to Sections 
9(a) (2) and (10) approved an application of Ware, mem- 
bers of his family and others whose stock ownership might 
be attributed to him (“associates”) to acquire majority 
control of the common stock of North Penn (Holding 
Company Act Release No. 16319). Ware, currently chair- 
man of North Penn’s board of directors, and his associates 
acquired approximately 64% of North Penn’s stock. 






In the application to acquire the North Penn stock, Ware 
represented that within two years after the date of such 
purchase, he would cause North Penn to become a subsi- 
diary company of Penn Fuel and eliminate the minority 
interest of the common stock of North Penn by purchase 
for cash or “the issuance of securities of Penn Fuel for 
such stock by means of a tender offer, merger or other- 
wise on terms approved by the Commission under the 
Public Utility Holding Company Act of 1935.” By supple- 
mental order (Holding Company Act Release No. 17096, 
April 4, 1971), the Commission extended the time to e- 
liminate the publicly-held minority interest in North Penn 
until December 31, 1971. 


On December 30, 1971, Ware filed an application pro- 
posing to exchange shares of Penn Fuel common stock for 
at least 90% of the outstanding stock of North Penn (or 
such lesser amount as was satisfactory to Penn Fuel). The 
proposed exchange included three conditions precedent. 
The applicants requested a further extension of time until 
60 days after approval of the acquisition of North Penn 
stock by Penn Fuel and the fulfillment of the conditions 
precedent. One such condition has been satisfied, but two 
others, discussed below, are also inciuded in the current ) 
amended plan. 


By amendment to the application, Penn Fuel and Ware 
now proposes to exchange the shares of Penn Fuel common 
stock for at least 90% of the outstanding stock of North 
Penn on the basis of nine shares of Penn Fuel stock for 
every ten shares of North Penn stock. It is stated that 
before the exchange offer can be completed, Penn Fuel 
must (1) receive the commitments of all holders of North 
Penn notes to exchange the same for Penn Fuel obligations 
of equal aggregate principal amount and having substantially 
similar provisions as to interest, maturity and amortization, 
and (2) receive from the holders of 75% of Penn Fuel’s 
presently outstanding Collateral Trust Bonds such waivers 
or consents as may be required to permit the transaction 

to be consummated without violating the Indenture 
securing said bonds. 


In the event that less than all of the outstanding North 
Penn stock is exchanged for Penn Fuel stock, within 30 
days after the effective date of the exchange, Penn Fuel 
proposes to register as a holding company pursuant to 
Section 5(a) of the Act for the purpose of filing a plan 
under Section 11(e) of the Act in order to eliminate any 
outstanding minority interest in North Penn. The terms of 
such a plan would be substantially the same as those in the 
exchange offer set forth above. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. The applicants have requested 
that a hearing be held on this application, as amended. 
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IT IS HEREBY ORDERED that a hearing be held in re- 
spect to the application, as amended, and that the hearing 
commence on June 3, 1974, or such later date as may be 
designated by the hearing officer, at 10:00 A.M. at the 
office of the Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549 in such 
room as may be designated by the hearing room clerk. 


The Division of Corporate Regulation of the Commission 
has advised the Commission that it has made a preliminary 
examination of the affairs and corporate structures of Penn 
Fuel and North Penn and of this amended application. 
Upon the basis thereof, the following matters and questions 
are presented for consideration, without prejudice, how- 
ever, to the presentation of additional matters and ques- 
tions upon further examination: 


1. Do the terms of the exchange satisfy the requirements 
of the last sentence of Section 10(b) and do they comply 
with the commitment to the North Penn minority stock- 
holders as set forth in the application to acquire the North 
Penn stock, which the Commission approved by order of 
March 20, 1969. 


2. Should the terms of the exchange be amended to re- 
quire Ware and his associates to include an offer to the 
minority stockholders of North Penn to pay them in cash 
the fair value of their stock as an alternative to the exchange 
offer by Penn Fuel. 


3. Does the proposed acquisition of the North Penn stock 
by Penn Fuel meet the requirements of Section 10, parti- 
cularly Section 10(c) (1). 


4. Should the order of March 20, 1969, be revoked if the 
present proposal is not approved and it appears that further 
substantial delays to comply with the commitment to 
eliminate the North Penn minority interest may occur. 


5. What conditions, if any, should be imposed in an order 
approving the transactions proposed in the pending amend- 
ed application. 


IT 1S FURTHER ORDERED that at said hearing evidence 
shall be adduced with respect to the foregoing matters and 
questions. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate in whole or in part, either 
for hearing or for disposition, any issues or questions which 
may arise in this proceeding and to take such other action 
as May appear conducive to an orderly, prompt and e- 
conomical disposition of the matters involved. 


IT IS FURTHER ORDERED that an Administrative Law 
Judge, hereinafter to be designated, shall preside at said 
hearing. The officer so designated is hereby authorized to 
exercise all powers granted to the Commission under 
Section 18(c) of the Act and to a hearing officer under the 
Commission’s Rules of Practice. 


IT IS FURTHER ORDERED that any person, other than 
applicants desiring to be heard in this proceeding or pro- 

posing to intervene therein shall file with the Secretary of 
the Commission, on or before May 15, 1974, a written re- 


quest relative thereto as provided in Rule 9 of the Com- 
mission’s Rules of Practice. A copy of such request should 
be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon the applicants at the above stated address, 
and proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with request. 

Persons filing an application to participate or be heard will 
receive notice of any adjournment of the hearing as well as 
other official actions involving the subject matter of this 
proceeding. 


IT iS FURTHER ORDERED that the Secretary of the Com- 
mission shall give notice of the aforesaid by mailing copies 
of this Notice and Order for Hearing by certified mail to 
the Pennsylvania Public Utility Commission and the Federal 
Power Commission; that Penn Fuel shall mail copies of 

this Notice and Order for Hearing, not later than April 15, 
1974, to the stockholders of record of North Penn and 
Penn Fuel and that notice to all other interested persons 
shali be given by a general release of the Commission and 
by publication of this Notice and Order for Hearing in the 
Federal Register. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18345/March 27, 1974 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 
(70-5466) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK TO HOLDING COMPANY BY SUBSI- 
DIARY 


Middle South Utilities, Inc., (“MSU”), a registered holding 
company, and its electric utility subsidiary company, Miss- 
issippi Power & Light Company, ("MP&L”), have filed an 
application-declaration and amendment thereto with this 
Commission pursuant to Sections 6(a), 7, 9(a), 10 and 12 
(f) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 43 promulgated thereunder regarding 
the following proposed transactions. 


MP&L proposes to issue and sell to MSU, and MSU pro- 
poses to acquire from MP&L, 435,000 presently authorized 
but unissued shares of MP&L’s common stock without par 
value (“Common Stock”) at its present stated value of 

$23 per share, or $10,005,000 in the aggregate. The source 
of the funds to be utilized by MSU in connection with its 
proposed acquisition of the Common Stock will be provided 
from treasury funds and the proceeds of short-term 
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borrowings (File No. 70-5366, HCAR Nos. 18065, 18178). 


The net proceeds to be derived by MP&L from the issuance 
and sale of the Common Stock are proposed to be used by 
it to retire short-term obligations and to provide funds to 


carry forward its construction program and for other corpo- 


rate purposes. (See File No. 70-5337, HCAR No. 17977.) 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration as 
amended has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18299), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act, and rules thereunder, that said application-decla- 


ration, as amended, be, and it hereby is granted and permit- 


ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18346/March 29, 1974 


In the Matter of 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 
(70-5465) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 
AT COMPETITIVE BIDDING 


The Hartford Electric Light Company ("“HELCO”), an e- 
lectric utility subsidiary company of Northeast Utilities, a 
registered holding company, has filed an application, and 
an amendment thereto, with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50 promulgated thereunder re- 
garding the following proposed transactions. 


HELCO proposes to issue and sell, at competitive bidding, 
$30 million principal amount of its First and Refunding 


Mortgage Bonds, 1974 Series (“Bonds”), due April 1, 2004. 


The interest rate, which shall be a multiple of 1/8 of 1%, 
and the price, which will be not less than 99% nor more 
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than 102.75% of the principal amount thereof, will be 
determined by competitive bidding. The Bonds will be is- 
sued under the First Mortgage Indenture and Deed of 
Trust dated as of January 1, 1958 (“Indenture”) between 
HELCO and The First National Bank of Boston, Trustee, 
as supplemented and amended from time to time, and as 
further supplemented by a supplemental indenture to be 
dated April 1, 1974 ("Supplemental Indenture”). The 
Supplemental Indenture provides, among other things, that 
Bonds shall not be redeemed at the applicable general re- 
demption price prior to April 1, 1979, from the proceeds 
of borrowings secured by HELCO at an effective interest 
cost to HELCO of less than the effective interest cost of 
the Bonds. 


HELCO further proposes to issue and sell, at competitive 
bidding, 300,000 shares of its preferred stock, 1974 Series 
("Preferred Stock”), par value $50 per share. The dividend 
rate, which shall be a multiple of 0.08%, and the price to 
be paid to HELCO, which shall be not less than $50 nor 
more than $51.375 per share, will be determined by com- 
petitive bidding. The terms of the Preferred Stock will be 
established by resolution of the Board of Directors amend- 
ing HELCO’s Certificate of Incorporation. Such terms 
include the provision that Preferred Stock shall not be 
redeemed prior to April 1, 1979, from the proceeds of 
borrowings or from the proceeds of any sale of stock 
ranking prior to or on a parity with the Preferred Stock as 
to dividends or assets, if such borrowed funds or such 
shares have an effective interest or dividend cost to HELCO 
of less than the effective dividend cost to HELCO of the 
Preferred Stock. 


The application states that HELCO will use the net pro- 
ceeds from the sale of Bonds and Preferred Stock, esti- 
mated to be approximately $45 million, together with a 
capital contribution of $5 million which Northeast Utili- 
ties will make in April, 1974, to repay short-term borrow- 
ings incurred for the purpose of financing HELCO’s con- 
struction program (estimated to total $73 million for 
1974). Such short-term borrowings aggregated 
$40,300,000 as of December 31, 1973, and will aggregate 
an estimated $50 million at the time of the aforementioned 
sales. 


The fees, commissions and expenses incurred or to be incur- 


red in connection with the proposed transactions will aggre- 
gate $148,000, of which $25,000 will be incurred as legal 
fees, $15,000 as accounting fees, and $12,000 as a trustee’s 
fee. An additional $18,000 of legal fees to be incurred in 
connection with the sale of the Bonds and Preferred Stock 
will be paid by the purchasers. The approval of the Con- 
necticut Public Utilities Commission has been given for 

the issuance of the Bonds and Preferred Stock. No other 
State commission, and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18303), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
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adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


1T IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18347/March 29, 1974 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 

Jackson, Mississippi 39205 

(70-5484) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AND PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Mississippi Power & 
Light Company ("Mississippi”), an electric utility subsidiary 
company of Middle South Utilities, a registered holding 
company, has filed a declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act and 
Rule 50 promulgated thereunder as applicable to the fol- 
lowing proposed transactions. All interested parties are 
referred to said declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Mississippi proposes to issue and sell at competitive bidding, 
$25 million principal amount of its First Mortgage Bonds 
__% Series due 2004. The interest rate, which shall be a 
multiple of 1/8 of 1% , and the price, which shall be not 
less than 100% nor more than 102.75% of the principal 
amount thereof, will be determined by competitive bidding. 
The bonds will be issued under the company’s Mortgage 
and Deed of Trust dated as of September 1, 1944 ("In- 
denture”) between Mississippi and Irving Trust Company, 
Trustee, as heretofore supplemented and as to be further 
supplented by a Sixteenth Supplemental Indenture to be 
dated as of May 1, 1974. None of the bonds may be re- 
deemed at the general redemption prices prior to May 1, 
1979, if such redemption is for the purpose or in anti- 
cipation of refunding such bonds through the use, directly 
or indirectly, of funds borrowed by the company at an ef- 
fective interest cost to the company of less than the ef- 
fective interest cost of the bonds. 


Mississippi further proposes to issue and sell, at competi- 
tive bidding, 75,000 shares of its Preferred Stock, Cumu- 


lative, $100 par value. The dividend rate, which shall be a 
multiple of 0.04%, and the price to be paid to Mississippi, 
which shall be not less than $100 nor more than $102.75 
per share, will be determined by competitive bidding. The 
preferred stock is to be issued under the applicable pro- 
visions of the company’s Restated Articles of Incorporation 
as amended which provide that no share of the preferred 
stock may be redeemed prior to May 1, 1979, if such re- 
demption is for the purpose or in anticipation of refunding 
such share through the use, directly or indirectly, of funds 
borrowed by the company, or through the use, directly or 
indirectly, of funds derived through the issuance by the 
company of other preferred stock, if such borrowed funds 
have an effective interest cost to the company or such 
stock has an effective dividend cost to the company of 

less than the effective dividend cost to the company of the 
preferred stock. 


The declaration states that Mississippi will use the net pro- 
ceeds from the sale of bonds and preferred stock, esti- 
mated to be approximately $32.5 million, to repay short- 
term borrowings, for payment at maturity of $12 million 
principal amount of First Mortgage Bonds, 3 1/8% Series 
due September 1, 1974, to finance, in part, the company’s 
1974 construction program (estimated at $102 million), 
and for other corporate purposes. 


A statement of the fees, commissions, and expenses incur- 
red or to be incurred in connection with the proposed 
transactions will be supplied by amendment. No State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 25, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 

the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from its rules 
under the Act as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18348/March 29, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 
(70-5351) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS 


Appalachian Power Company (“Appalachian”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed with 
this Commission a post-effective amendment to the appii- 
cation previously filed in this matter pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
("Act") and Rule 50(a) (5) promulgated thereunder, re- 
garding the following proposed transaction. 


By order dated June 29, 1973 (Holding Company Act Re- 
lease No. 18015), this Commission, among other things, 
authorized the issue and sale of short-term notes by Appa- 
lachian to 84 banks in an aggregate amount up to 
$27,753,000 outstanding at any one time. At the time of 
said order, the maximum amount of short-term indebted- 
ness which Appalachian could incur at any one time could 
not exceed $100,000,000. 


It is now proposed that Appalachian issue and sell such 
short-term notes to 83 banks in an aggregate amount of 
$30,673,000. Each note payable to a bank to be issued by 
Appalachian will be dated as of the date of the borrowing 
which it evidences and will mature not more than 270 
days after the date of issuance or renewal thereof. The 
notes will be issued from time to time prior to December 
31, 1974, as funds are required, provided that none of the 
notes will mature later than June 30, 1975. 


Each such note will bear interest no greater than the prime 
rate of commercial banks at the time of issuance or in ef- 
fect from time to time and will be prepayable at any time 
without premium or penalty. It is stated that Appalachian 
will not pay any fees or charges to any of the banks in con- 
nection with the issuance and sale of such notes. Sufficient 
bank balances to meet operating and financial needs are 
kept at such banks to satisfy any compensating balance 
requirements in connection with the borrowings. If the 
average of such bank balances were maintained solely in 
order to fulfill the prevailing compensating balance 
requirements of such banks, generally between 15 and 20%, 
the effective interest cost to Appalachian of the issuance 
and sale of such notes to banks, assuming a 9% prime inter- 
est rate, would range between 10.59% and 11.25%. 


The proceeds from the issue and sale of the notes will be 
used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future construc- 
tion program. Such construction expenditures for the year 
1974 is estimated to total $105,000,000. The application 
states that, unless otherwise authorized by the Commission, 
all of the short-term debt of Appalachian will be retired 

by June 30, 1975, from internal cash resources, debt or 
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equity financing, or cash capital contributions. 


The Virginia State Corporation Commission has authorized 
the transaction proposed by Appalachian. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the application has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18297), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as amended 
by said post-effective amendment, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18349/March 29, 1974 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Cabin Hill 

Greensburg, Pennsylvania 15601 
(70-5483) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARIES TO PARENT 
AND A CAPITAL CONTRIBUTION BY PARENT TO 
SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Allegheny Power 
System, Inc. (“APS”), a registered holding company, and 
three of its public-utility subsidiary companies, Mononga- 
hela Power Company (“Monongahela”), The Potomac 
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Edison Company (“PE”), and West Penn Power Company 
(“West Penn”), have filed an application-declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 ("Act"), designating Sections 6, 7, 
9, 10, and 12 thereof and Rule 50(a) (3) promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application-decla- 
ration, which is summarized below, for a complete state- 
ment of the proposed transactions. 


APS proposes to acquire additional shares of common 
stock of Monongahela and PE and to make a further invest- 
ment in the equity of West Penn by means of a capital 
contribution, in the amounts not to exceed those set forth 
in the table below, from time to time prior to September 
30, 1974. 


Subsidiary and Cash 
Title of Issue Consideration 
Monongahela 300,000 shares $15,000,000 
Common Stock - 
$50 par 
PE 500,000 shares $10,000,000 
Common Stock - 
no par 
West Penn $15,000,000 


Capital Contributions 


The net proceeds of the issuance and sale of common stock 
by Monongahela and PE and of the cash capital contri- 
butions to West Penn will be used by each of them for their 
construction programs. For the year 1974, construction 
expenditures in the case of Monongahela, PE, and West 
Penn are estimated at $56.5 million, $41 million, and 
$75.2 million, respectively. All of the presently outstand- 
ing common stock of Monongahela, PE, and West Penn is 
owned by APS. 


APS proposes to pledge all of the shares of common stock 
of Monongehela and PE it acquires with Chemical Bank, the 
Trustee under the Trust Indenture dated as of September 

1, 1949, securing the 3%% Sinking Fund Collateral Trust 
Bonds of APS in accordance with the requirements of said 
Indenture. 


It is estimated that total expenses, including legal fees to 
be incurred by APS, Monongahela, PE, and West Penn will 
not exceed $2,500. Prior authorization of the Ohio Public 
Utilities Commission in the case of Monongahela and the 
Maryland Public Service Commission in the case of PE is 
required in connection with the proposed transactions as 
to acquisition of the PE common stock by APS and by 
Chemical Bank as pledgee. Registration by Pennsylvania 
Public Utility Commission of a Securities Certificate and 
authorization of the Virginia State Corporation Com- 
mission with respect to the PE issuance of common stock 
may be required because of proposed transactions pending 
before the Commission (see Holding Company Act Release 
No. 18069, August 27, 1973). It is stated that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cant-declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to be- 
come effective pursuant to Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will re- 
ceive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18350/March 29, 1974 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 
(70-5149) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO COMMERCIAL PAPER DEALERS 
AND EXCEPTION FROM COMPETITIVE BIDDING 


Allegheny Power System, Inc. ("Allegheny”), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its application heretofore filed in 
this proceeding pursuant to Section 6(b) of the Public U- 
tility Holding Company Act of 1935 (“Act”) and Rule 
50 (a) (5) promulgated thereunder as applicable to the 
following proposed transactions. 


By prior order in this proceeding dated March 31, 1972 
(Holding Company Act Release No. 17522), Allegheny 
was authorized to make borrowings from time to time 
through March 31, 1974, up to a maximum aggregate 
amount outstanding at any one time of $60,000,000. 
Notes issued to effect such borrowings are to mature not 
later than September 30, 1974. 
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Allegheny has now filed a post-effective amendment, re- 
questing that for the period from April 1, 1974, to March 
31, 1976, the exemption from the first sentence of Section 
6(b) of the Act, relating to the issue and renewal of short- 
term notes, be increased to the extent necessary to permit 
it to issue and sell, from time to time, such notes to banks 
and to a dealer or dealers in commercial paper up to a maxi- 
mum aggregate amount outstanding at any one time of 
$60,000,000. The notes and commercial paper will be is- 
sued and renewed from time to time prior to September 

30, 1975, provided that no such notes or commercial paper 
shall mature later than March 31, 1976. 


Assuming the entire $60,000,000 amount of notes and 
commercial paper were issued, the total outstanding prin- 
cipal amount of Allegheny’s unsecured debt would be 
approximately 19.15% of Allegheny’s capitalization (on a 
corporate basis) as at December 31, 1973. 


Each bank note will be dated as of the date of the borrow- 
ing and will mature not more than 270 days after the date 
of issue or renewal thereof. Each such note will bear inter- 
est at the prime or equivalent interest rate in effect at the 
bank from which the borrowing is made at the time of is- 
sue or from time to time thereafter and will be prepayable 
at any time without premium or penalty. 


The banks from which such borrowings are proposed to be 


effected and the maximum amount of the proposed borrow- 


ings to be outstanding from each at any one time are as 
follows: First National City Bank of New York; 
$60,000,000; The Chemical Bank, New York, N.Y.; 
$35,000,000; Mellon Bank, N.A., Pittsburgh, Pa.; 
$35,000,000; Pittsburgh National Bank, Pittsburgh, Pa. 
$5,000,000, Manufacturers Hanover Bank, New York, 
N.Y.; $10,000,000; Irving Trust Company, New York, N. 
Y.; $5,000,000; Chase Manhattan Bank, New York, N.Y.; 
$5,000,000. Allegheny maintains balances with these 
banks in various amounts to meet regular operating re- 
quirements. If such balances were maintained solely to 
satisfy a 20% compensating balance requirement, the ef- 
fective interest cost to Allegheny on the basis of a prime 
rate of 9.0% would be approximately 11.25%. 


The commercial paper notes will be in the form of pro- 
missory notes in denominations of not less than $50,000 
nore more than $5,000,000 and will be of varying maturi- 
ties, with no maturity more than 270 days after the date 
of issue. The commercial paper notes will be sold directly 
to a dealer or dealers in commercial paper at a discount 
not in excess of the discount rate per annum prevailing at 
the time of issue for commercial paper of comparable 
quality and of the particular maturity sold by issuers to 
dealers in commercial paper. The dealer or dealers, as 
principal or principals, may reoffer the commercial paper 
at a discount rate of 1/8 of 1% per annum less than the dis- 
count rate then available to Allegheny. It is proposed that 
Allegheny may issue commercial paper notes if (i) the 
interest cost thereof is equal to or less than the effective 
interest cost at which Allegheny could borrow the same 
amount from the banks named herein at that time or (2) 
Allegheny cannot at that time borrow the same amount for 
the same period of time from the banks named herein. The 
dealer or dealers will reoffer the commercial paper notes in 
a manner which will not constitute a public offering and 
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such reoffer will be to not more than 200 of its or their 
customers identified and designated in a list (non-public) 
prepared in advance and filed with this Commission with 
the understanding that the list will be kept confidential. 
It is expected that the commercial paper customers will 
hold such notes to maturity, but if the customers wish to 
resell prior to maturity, the dealer or dealers, pursuant to 
a verbal repurchase agreement, will repurchase the notes 
and reoffer them to other identified customers. 







The proceeds from the sale of the proposed short-term 
notes will be used from time to time by Allegheny to ac- 
quire additional shares of common stock of or to make 
cash capital contributions to its electric utility subsidiary 
companies to aid them in financing their construction pro- 
grams. Construction expenditures of the subsidiary com- 
panies for the years 1974, 1975, and 1976 are estimated to 
total approximately $540,900,000. The application states 
that Allegheny will retire all short-term notes to banks and 
all commercial paper outstanding on March 31, 1976, with 
the proceeds of the sale of common stock and other securi- 
ties as the Commission may be then authorize. Allegheny 
estimates that as of March 31, 1974, it will have no out- 
standing short-term bank notes. 


Allegheny requests an exception from the competitive 
bidding requirements of Rule 50 for the proposed issue and 
sale of its commercial paper pursuant to paragraph (a) (5) 
thereof. Allegheny states that it is not practicable to in- 
vite competitive bids for commercial paper and that cur- 
rent rates for commercial paper of prime borrowers such 

as Allegheny are published daily in financial publications. 
Allegheny also requests authority to file certificates under 
Rule 24 on a quarterly basis with respect to the commercial 
paper. 


The amended application states that fees and expenses re- 
lated to the proposed transactions are estimated not to ex- 
ceed $2,000. It is further stated that no state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amendment 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18308), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application, as further amended by 
said post-effective amendment, be granted. 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
further amended by said post-effective amendment be, 
and it hereby is, granted forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certificates 
thereunder is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Se ere 


of 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18351/March 29, 1974 


in the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

20 Turnpike Road 

Westborough, Massachusetts 01581 

(70-5461) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF NOTES BY SUBSIDIARY COMPANY TO BANKS 
AND/OR HOLDING COMPANY; REQUEST FOR EX- 
CEPTION FROM COMPETITIVE BIDDING. 


New England Electric System ("NEES"), a registered hold- 
ing company, and its electric utility subsidiary companies, 
Granite State Electric Company (“Granite”), Massachusetts 
Electric Company ("Mass Electric”), The Narragansett 
Electric Company (“Narragansett”) and New England 
Power Company ("NEPCO”) have filed an application- 
declaration and an amendment thereto with this Com- 
mission pursuant to Sections 6(a), 7, 9(a), 10 and 12 of the 
Public Utility Holding Company Act of 1935 ("Act”) and 
Rules 42, 43 and 50 promulgated thereunder as applicable 
to the following proposed transactions. 


The NEES electric utility subsidiaries propose to issue from 
time to time through March 31, 1975, notes to banks and/ 
or NEES. Mass Electric and NEPCO also propose to issue 
notes to dealers in commercial paper. Borrowings by Mass 
Electric and NEPCO from banks and NEES in the proposed 
maximum amounts of $28,000,000 and $124,000,000, 
respectively, will be reduced by the principal amount of 
any commercial paper at the time outstanding. The pro- 
ceeds of the proposed borrowings are to be used by each 
borrowing company to pay its then outstanding notes 
initially issued to banks, dealers in commercial paper and/ 
or NEES at or prior to maturity, and to provide new money 
for capitalizable expenditures or to reimburse the treasury 
therefor. 


The proposed borrowings from banks and/or NEES will be 
evidenced by notes payable maturing in less than one year 
from the date of issuance and will provide for prior pay- 
ment in whole or in part without premium. The notes will 
bear interest at not in excess of the prime rate in effect at 
the time of the borrowing. It is stated that the borrowing 
companies maintain sufficient operating bank balances to 


meet the lending banks’ compensating balance requirements. 


If such balances were maintained to fulfill compensating 

balance requirements of 10% or 20%, the effective interest 
cost to the borrowing companies would be approximately 
10% or 11.250% per annum, assuming a prime rate of 9%. 


The following table shows for each borrowing company the 


estimated maximum amount of notes to be outstanding 
with banks and/or with NEES at any one time during the 
period April 1, 1974 to March 31, 1975. 


Proposed Maximum Short- 
term Debt to be Outstand- 
ing at Any One Time 
(Thousands of dollars) 





Borrowing Company Banks or NEES (a) 





Granite $ 8,900 (1) 
100 (2) 
Mass Electric 23,000 (1) 
2,500 (3) 
500 (4) 
500 (5) 
900 (6) 
600 (7) 
NEPCO 121,500 (1) 
2,500 (3) 
Narragansett 1,500 (1) 
9,500 (8) 
6,000 (9) 
(a) Or Commercial Paper in the case of Mass Electric 
and NEPCO. 
(1) The First National Bank of Boston, Boston, Mass- 
achusetts 
(2) National Bank of Lebanon, Lebanon, New Hamp- 
shire 
(3) Worcester County National Bank, Worcester, Mass- 
achusetts 
(4) Guaranty Bank and Trust Company, Worcester, 
Massachusetts 
(5) The Mechanics National Bank, Worcester, Massachu- 
setts 


(6) South Shore National Bank, Quincy, Massachusetts 

(7) Middlesex Bank, N.A., Everett, Massachusetts 

(8) Industrial National Bank of Rhode Island, Providence, 
Rhode Island 

(9) Rhode Island Hospital Trust National Bank, 
Providence, Rhode Island 


It is proposed that the amounts shown above, indicating 
the amount each company may borrow from a particular 
bank, may be increased or decreased during the year, but 
at no time will the aggregate amount of short-term borrow- 
ings from all banks for each company exceed the author- 
ization requested hereunder. 


It is proposed that the borrowing companies may prepay 
their notes to NEES in whole or in part, with borrowings 
from banks or from sale of commercial paper, or that their 
borrowings from banks may be prepaid, in whole or in 
part, with borrowings from NEES, or from the sale of 
commercial paper. In the event of borrowings for the 
purpose of prepaying notes to NEES from banks at a 
higher interest rate, or the sale of commercial paper at a 
higher effective interest cost, NEES will credit the borrow- 
ers for any excess interest from the date of issuance of the 
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new notes or commercial paper to the normal maturity 

date of the notes to NEES being prepaid. Conversely, in 
the event of borrowing from NEES to prepay notes to 
banks, the interest rate of notes issued to NEES will be the 
lower of (1) the interest rate on the notes being prepaid or 
(2) the prime interest rate then in effect, but with respect 
to (1) only to the maturity date of the notes so prepaid, and 
thereafter at the prime interest rate in effect at the time the 
new notes are issued. 


Mass Electric and NEPCO also propose to issue and sell 
commercial paper directly to Lehman Commercial Paper 
Incorporated (“Lehman”) and/or A.G. Becker & Co., In- 
corporated (“Becker”), dealers in commercial paper. The 
commercial paper will be issued during the period April 1, 
1974 through March 31, 1975, will have varying maturities 
of not more than 270 days after the date of issue, will be 
sold in varying denominations of not less than $50,000 and 
not more than $1,000,000, and will not by their terms be 
prepayable prior to maturity. Lehman and/or Becker will 
purchase the commercial paper at a discount which will not 
exceed the discount rate prevailing at the date of issuance 
for commercial paper of comparable quality and like matu- 
rity. The effective interest cost will not exceed the ef- 
fective interest cost prevailing at the date of issue for 
borrowings from The First National Bank of Boston ("First 
National”), except that, in order to obtain maximum flexi- 
bility, commercial paper may be issued with maturities 
which in the aggregate do not exceed more than 90 days 
from the date of original issue of the commercial paper if 
the effective cost is in excess of such effective interest cost 
from First National. 


Lehman and Becker, as principals, will reoffer the com- 
mercial paper at a discount rate not more than 1/8 of 1% 
per annum less than the prevailing discount rate to the is- 
suer. The notes will be reoffered by Lehman and Becker 
to not more than 100 of their respective customers whose 
names appear on nonpublic lists prepared in advance by 
Lehman and Becker. No additions will be made to such 
lists of customers which are composed of institutional in- 
vestors. It is expected that such commercial paper will be 
held to maturity by the purchasers from the dealers, but, 
if any such purchaser wishes to resell prior to maturity, 
Lehman and Becker, as the case may be, pursuant to an 
oral repurchase agreement, will repurchase the paper for 
resale to others on said lists of customers. 


Mass Electric and NEPCO requests exception of the sale of 
their commercial paper notes from the competitive bidding 
requirement of Rule 50 pursuant to Section (a) (5) thereof. 
It is also requested that the certificate of notification under 
Rule 24 regarding all of the proposed transactions be filed 
quarterly. 


The New Hampshire Public Utilities Commission has 
authorized the proposed issuance of notes by NEPCO and 
Granite. It is stated that no other state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18293) and no hearing has been requested of or ordered by 
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the Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that the time for filing the certificates there- 
under is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18352/March 28, 1974 


Admin. Proc. File No. 3-4463 
In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 
(70-5463) 


ORDER FOR HEARING ON PROPOSED ISSUE AND 
SALE OF NOTES TO BANKS AND TO DEALER IN 
COMMERCIAL PAPER AND INTERIM ORDER RE- 
GARDING PROPOSED ISSUE AND SALE OF NOTES 


Georgia Power Company (“Georgia”), an electric utility 
company, has filed with the Commission an application 
and amendments thereto designating as applicable Section 
6(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a) (5) (B) promulgated thereunder. 
Georgia is a subsidiary company of The Southern Com- 
pany (“Southern”), a registered holding company, which 
owns all the outstanding common stock of Georgia. 


A notice of filing of the pending application was issued on 
March 1, 1974, in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 18298). This notice 
gave interested persons an opportunity to request on or 
before March 26, 1974 that a hearing be held. A timely 
request for a hearing was filed by Georgia Power Project 
(“Project”), an unincorporated association of certain con- 
sumers of Georgia. 


The application requests authority to issue and sell from 
time to time to March 31, 1975, short-term securities in 
the form of notes to banks and to a commercial paper 

dealer, up to a maximum aggregate principal amount of 











$250,000,000. Georgia proposes to utilize the proceeds 
from such borrowings to finance in part its 1974 con- 
struction program, estimated at approximately 
$529,005,000, and to pay at maturity outstanding bank 


notes and commercial paper notes incurred for such purpose. 


Georgia expects that during 1974 it will sell bonds and 
preferred stock and receive additional common equity from 
Southern. Georgia represents that the interim short-term 
borrowings will be repaid by the year-end 1974 with the 
proceeds of such financings and internally generated funds. 


The financing herein proposed by Georgia is part of a 
system-wide interim program. The financing programs for 
Southern and its other subsidiaries -- Alabama Power Com- 
pany, Gulf Power Company and Mississippi Power Com- 
pany -- are proposed in a separate application-declaration 
(File No. 70-5471). 


Georgia has arranged to sell an aggregate of $48,883,000 of 
its bank notes to 273 local commercial banks. The bank 
notes, to be dated as of the date of issue, are to mature not 
more than nine months after the date of issue, and will 
bear interest at a rate not in excess of the prime rate in 
effect at each lending bank. The notes may be prepaid, in 
whole or in part, without penalty or premium. With re- 
spect to its borrowings from local banks, Georgia states 
that its average daily operating balances with each of such 
banks will be adequate to meet their requirements for 
compensating balances. 


In addition, it is stated that a portion of an aggregate of a 
$60 million line of credit arranged by Southern from a 
group of eight non-local banks will be available to Georgia. 
Definitive arrangements for such borrowings by Georgia 
from such banks have not been completed but it is anti- 
cipated that they will require compensating balances. As- 
suming a 9% prime rate and compensating balances of 
20%, Georgia’s effective cost of money from that source 
would be 11.25%. It is further anticipated that a commit- 
ment fee of 1% per annum will be charged on the unused 
balance, if any, of the credit line. 


Georgia also proposes, from time to time through March 
31, 1975, to issue and sell commercial paper in the form 
of short-term promissory notes to Salomon Brothers, a 
dealer in commerciai paper (“dealer”). The commercial 
paper notes will have varying maturities of not more than 
270 days after the date of issue and will be sold in varying 
denominations of not less than $50,000 and not more than 
$5,000,000 directly to or through the dealer at a discount 
which will not be in excess of the discount rate per annum 
prevailing at the date of issuance for prime commercial 
paper of comparable quality and of like maturities. No 
commercial paper notes will be issued having a maturity 
of more than 90 days at an effective interest cost which 
exceeds the effective interest cost at which Georgia could 
borrow from banks. The dealer, as principal, will reoffer 
the commercial paper at a discount rate of 1/8 of 1% per 
annum less than the prevailing interest rate to the issuer. 
The commercial paper of Georgia will be reoffered, re- 
spectively, to not more than 200 customers of the dealer 
identified and designated in a non-public list prepared in 
advance by the dealer. No additions will be made to such 
list of customers without the approval of the Commission. 


Hl. 


Project objects to Georgia’s application and requests a 
hearing. It states, inter alia, that the proposed financing 
is not in the interest of investors or consumers and con- 
travenes the standards of the Act, in that $250 million of 
short-term debt is in excess of Georgia’s needs and will be 
inappropriately used “to finance long-term assets.” 


In response, Georgia urges that the present application be 
granted and Project's request for a hearing be denied. In 
substance, Georgia contends that the Commission is with- 
out jurisdiction on the question of the propriety and need 
for construction of plant additions and that short-term 
borrowings are a proper interim means to finance con- 
struction pending the receipt of funds from the issuance of 
long-term securities and capital contributions. 


The Commission deeming it appropriate that a hearing be 
held in this proceeding: 


IT IS ORDERED, accordingly, that a hearing be held in re- 
spect to the application, as amended, and that the hearing 
commence on April 8, 1974, or such later date as may be 
designated by the hearing officer, at 10:00 A.M. at the 
office of the Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549 in such 
room as may be designated by the hearing room clerk. 


IT IS FURTHER ORDERED that at said hearing, evidence 
shall be adduced with respect to the following matters: 


1. Whether the proposed short-term borrowings satisfy the 
applicable standards of the Act, particularly Sections 6(b) 
and 7; 


2. Whether, for any reason, the contemplated long-term 
financing, as aforesaid, required to refund such short-term 
financing, would be inconsistent with the requirements of 
the Act; and 


3. What conditions, if any, should be imposed in an order 
authorizing the proposed transactions. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate, in whole or in part, either 
for hearing or for disposition, any issues or questions which 
may arise in these proceedings and to take such other 
action as may appear conducive to an orderly, prompt and 
economical disposition of the matters involved. The Com- 
mission expects that, subject to the discretion of the pre- 
siding Administrative Law Judge, the hearing will proceed 
without adjournment in view of Georgia’s cash require- 
ments as set forth in its application. 


IT IS FURTHER ORDERED that an Administrative Law 
Judge, hereinafter to be designated, shall preside at said 
hearing. The officer so designated is hereby authorized to 
exercise all powers granted to the Commission under 
Section 18(c) of the Act and to a hearing officer under the 
Commission’s Rules of Practice. 


IT IS FURTHER ORDERED that the Secretary of the 
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Commission shall give notice of the aforementioned hearing 
by mailing copies of this Order by certified mail to Georgia 
Power Company and Georgia Power Project, and that notice 
to other inttrested persons shall be given by the general re- 
lease of the Commission and by publication of this Order 

in the Federal Register. Persons desiring to participate shall 
comply with Rule 9 of the Commission’s Rules of Practice. 


IV. 


Pursuant to prior Orders of the Commission (File No. 70- 
5261), Georgia has authority until March 31, 1974 to 
effect short-term borrowings up to a maximum aggregate 
amount of $300,000,000. As of that date, Georgia esti- 
mates that it will have $132,208,000 of short-term notes 
outstanding. 


Under Section 6(b), Georgia is currently permitted to 
borrow approximately $130,000,000 on short-term obli- 
gations without an order of the Commission. Georgia is 
presently engaged in a major construction program and its 
application specifies its further immediate cash needs, and 
on the basis thereof, the Commission deems it appropriate 
in the public interest and in the interest of investors and 
consumers that pending ultimate determination of the is- 
sues herein Georgia have the necessary authority to make 
interim borrowings during the period expiring May 31, 
1974, in a maximum amount not exceeding $175,000,000 
at any one time outstanding. Accordingly, 


IT IS FURTHER ORDERED that Georgia be, and hereby 
is, authorized to issue and sell up to $175,000,000 aggre- 
gate principal amount of unsecured notes to banks and 
dealers in commercial paper, from time to time through 
May 31, 1974, in accordance with the borrowing conditions 
proposed in the application; that an exception from com- 
petitive bidding with respect to such issue and sale be, and 
hereby is, granted; and that certificates of notification 
required under Rule 24 may be filed within 30 days after 
the end of each calendar quarter. Jurisdiction is hereby 
reserved to grant such further interim relief as may be 
appropriate during the pendency of this proceeding. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8281/March 27, 1974 


In the Matter of 


INTERNATIONAL PLASMA CORPORATION 
c/o James C. Gaither 
Cooley, Godward, Castro, 
Huddleson & Tatum 
The Alcoa Building 
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1 Maritime Plaza 
San Francisco, California 94111 


DURRUM INSTRUMENT CORPORATION 
c/o John A. Wilson 

Wilson, Mosher & Sonsini 

2 Palo Alto Square 

Palo Alto, California 94304 


VALUE LINE DEVELOPMENT CAPITAL CORP. 
5 East 44th Street 
New York, New York 


GENSTAR PACIFIC CORPORATION 
P. O. Box 11787 
Palo Alto, California 


SUTTER HILL CAPITAL CORPORATION 
SUTTER HILL VENTURES 

Two Palo Alto Square 

Palo Alto, California 94304 

(812-3576) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


international Plasma Corporation (“IPC”), Durrum Instru- 
ment Corporation ("Durrum”), Value Line Development 
Capital Corp. ("Value Line”), Genstar Pacific Corporation, 
Sutter Hill Capital Corporation, and Sutter Hill Ventures 
have filed an application pursuant to Section 17(d) of 

the Investment Company Act of 1940 ("Act”) and Rule 
17d-1 thereunder for an order authorizing Value Line and 
the other shareholders of Durrum to exchange their shares 
of Durrum common and preferred stock for shares of IPC 
common stock pursuant to an Agreement and Plan of Re- 
organization dated December 21, 1973. Value Line is 
registered under the Act as a closed-end investment com- 
pany. 


On February 26, 1974 a notice (Investment Company Act 
Release No. 8249) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 


formation stated therein unless a hearing should be ordered. 


No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found on the basis 
of the information stated in the application that the parti- 
cipation of Value Line in the transaction set forth in the 
application on the basis proposed is consistent with the 
provisions, policies and purposes of the Act, and is not on 


a basis less advantageous than that of the other participants. 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to permit 
the proposed transaction be, and it hereby is, granted, ef- 
fective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8282/March 27, 1974 


In the Matter of 


OVERLAND INCOME SECURITIES, INC. 
530 Commercial Street 

San Francisco, California 93111 

(811-2374) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On February 19, 1974, a notice was issued (Investment 
Company Act Release No. 8238) that Overland Income 
Securities, Inc. (“Applicant”), a closed-end diversified 
management investment company registered under the 
Investment Company Act of 1940 ("Act"), had filed an 
application pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant had ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Overland Income Securities, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8283/March 28, 1974 


In the Matter of 


KEYSTONE CUSTODIAN FUNDS, INC., AS 
TRUSTEE FOR KEYSTONE CUSTODIAN FUNDS, 
SERIES B-1, B-2, B-4, K-1, K-2, S-1, S-2, S-3 AND 
S-4 

THE KEYSTONE COMPANY OF BOSTON 


and 


CORNERSTONE FINANCIAL SERVICES, INC. 
99 High Street 

Boston, Massachusetts 02104 

(812-3333) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 


FOR MODIFICATION OF TWO PRIOR ORDERS 


Keystone Custodian Funds, Inc. (“Keystone”), a Delaware 
corporation, as trustee of each of nine trusts, namely, Key- 
stone Custodian Funds, Series B-1, B-2, B-4, K-1, K-2, S-1, 
S-2, S-3 and S-4, each registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, diversified 
management investment company, The Keystone Company 
of Boston (”“Keystone-Boston”), a Delaware corporation, 
and Cornerstone Financial Services, Inc. (“Cornerstone”), 
a Delaware corporation (collectively “Applicants”), have 
filed an application for an order pursuant to Section 6(c) 
of the Act, modifying two prior orders (Investment Com- 
pany Act Release Nos. 4361 and 7643) of the Com- 
mission, to extend the time within which shareholder ap- 
proval of the underwriting contracts between Keystone 
and Keystone-Boston and between Keystone and Corner- 
stone must be obtained, from April 1, 1974, to and in- 
cluding May 1, 1974. 


On March 4, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8262) of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it has been found 
that the requested exemption is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the request to modify the two prior orders to extend 
the time within which shareholder approval of the under- 
writing contracts between Keystone and Keystone-Boston 
and between Keystone and Cornerstone must be obtained, 
from April 1, 1974, to and including May 1, 1974, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8284/March 28, 1974 


In the Matter of 


INVESTCO, INC. 

c/o Joel M. Carson 

300 American Home Bldg. 
P. O. Drawer 239 

Artesia, New Mexico 88210 
(811-974) 


ORDER TERMINATING REGISTRATION PURSUANT 
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TO SECT'ON 8(f) OF THE ACT. 


On February 25, 1974, a notice was issued (Investment 
Company Act Release No. 8246) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act”), to declare by order 
upon its own motion that Investco, Inc. has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. The matter having been considered, 
it is found that Investco, Inc. has ceased to be an invest- 
ment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act that the registration of Investco Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8285/March 27, 1974 


In the Matter of 


PFL VARIABLE ANNUITY FUND I 
PFL VARIABLE ANNUITY FUND II 
PFL VARIABLE ANNUITY FUND III 
PFL VARIABLE ANNUITY FUND IV 
PFL VARIABLE ANNUITY FUND V 
PFL VARIABLE ANNUITY FUND VI 
PIEDMONT CAPITAL CORPORATION 


and 


PACIFIC FIDELITY LIFE INSURANCE COMPANY 
10960 Wilshire Boulevard 

Los Angeles, California 90024 

(812-3536) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF AN OFFER OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) FOR 
EXEMPTIONS FROM SECTIONS 22(d), 26(a) AND 27 
(c) (2) OF THE ACT 


NOTICE IS HEREBY GIVEN that PFL Variable Annuity 
Fund |, PFL Variable Annuity Fund II, PFL Variable 
Annuity Fund I11, PFL Variable Annuity Fund IV, PFL 
Variable Annuity Fund V, and PFL Variable Annuity Fund 
VI (the “Funds”), each of which is registered under the 
Investment Company Act of 1940 (the “Act”) as a unit 
investment trust, Pacific Fidelity Life Insurance Company 
("PFL”), and Piedmont Capital Corporation (the “Under- 
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writer”) (PFL, the Funds and the Underwriter being col- 
lectively referred to hereinafter as the “Applicants”) have 
filed an application pursuant to Section 11 of the Act for 
approval of an offer of exchange and pursuant to Section I 
6(c) for exemptions from the provisions of Sections 22(d), 
26(a) and 27(c) (2) of the Act, to the extent noted below. 
All interested persons are referred to the application on 

file with the Commission for a statement of the representa- 
tions contained therein which are summarized below. 


PFL, a stock life insurance company incorporated under 
the laws of California, is a wholly-owned subsidiary of 
Piedmont Holding Company, Inc., which is itself wholly- 
owned by Piedmont Management Company, Inc. ("Pied- 
mont”), a diversified financial services company. 


Each of the Funds was established as a separate account of 
PFL for the purpose of funding individual and group vari- 
able annuity contracts which will be offered and sold to 
the public. Funds |, Ill and V are designed to fund group 
variable annuity contracts which are qualified for special 
tax treatment under sections 401 and 403(b) of the Inter- 
nal Revenue Code, and Funds II, |V and VI are designed 
for funding individual non-tax qualified variable contracts. 
The Funds will invest the purchase payments they re- 
ceive pursuant to the contracts, less deductions, in shares 
of diversified open-end investment companies of the Lex- 
ington Research Fund, Inc., the assets of Funds III and IV 
will be invested in shares of Lexington Growth Fund, Inc., 
and the assets of Funds V and VI will be invested in shares 
of Lexington Income Fund, Inc. The Underwriter, a 

New York corporation wholly-owned by Piedmont, acts 
as the principal underwriter for the above-mentioned 
Lexington Group and will also be the underwriter for the 
variable annuity contracts to be issued by the Funds. 

Each of the Funds will receive payments made pursuant to 
both installment payment and single purchase payment 
variable annuity contracts. 


_— 


Section 17 

Applicants request an order pursuant to Section 11 (a) of 
the Act to permit values accumulated under a contract is- 
sued with respect to a Fund to be exchanged for a contract 
issued by a different Fund where the new contract is the 
same in all material aspects to the contract being exchanged 
except for the underlying investment company of the Lex- 
ington Group in which the assets of separate Funds are 
invested. No fee, penalty or other charge payable to PFL 
will be assessed against contract holders who exercise the 
exchange privilege. 


Accumulation values under any of the contracts issued by 
Applicants are computed by deducting from purchase 
payments sales and administrative expenses, the charge for 
the optional minimal death benefit, if such optional bene- 
fit has been purchased, and, where applicable, any premium 
taxes. The net amount is then credited to a contract 
owner’s account in the form of accumulation units. The 
initial value of an accumulation unit has been arbitrarily 
set at $1.00. The value of such unit for any subsequent 
valuation period will be determined by multipiying the 
accumulation unit value for the immediately preceding 
valuation period by a factor which reflects the investment 
performance of the appropriate separate account for such 
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period. While the number of accumulation units which 
may be credited to a contract holder after an exchange is 
completed may, because of differences in the value of units 
of different separate accounts, differ from the number 
which he held under a prior contract, the total dollar value 
of the units exchanged and the units acquired will be the 
same at the time of the exchange. 


The exchange privilege may be exercised only between 
Funds which issue contracts of the same tax status and then 
only once each year. In connection with the exercise of the 
exchange privilege, current prospectuses of the relevant 
Funds and their underlying investment companies will be 
provided to contract holders. The proposed exchange pri- 
vileges will enable a contract holder, without any addition- 
al charges, to change the investment medium in which he 
has invested to another with investment objectives that 
meet his changing needs. 


Section 11(a) of the Act provides that it shall be unlawful 
for any registered open-end company or any principal 
underwriter for such a company to make or cause to be 
made an offer to the holder of a security of such a com- 
pany or of any other open-end investment company to 
exchange his security for a security in the same or another 
such company on any basis other than the relative net asset 
values of the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to and 
approved by the Commission. Section 11(c) provides that, 
irrespective of the basis of exchange, the provisions of 
Section 11(a) shall be applicable to any type of offer of 
exchange of the securities of registered unit investment 
trusts for the securities of amy other investment company. 


Section 22(d) 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public 
except at a current offering price described in the prospect- 
us. 


Applicants request an exemption from the provisions of 
Section 22(d) to permit exercise of the above described 
proposed exchange privileges without any additional sales 
and administrative charges. Such exchange will occur on 
the basis of accumulation value which, in the variable 
annuity context, is analagous to net asset value for manage- 
ment investment companies. Applicants assert that upon 
reallocation among separate accounts of previously invested 
funds that have already been subject to a sales charge, no 
sales effort and little administrative expense are required 

or incurred and that, therefore, any additional sales and 
administrative charges would not be justified. 


Applicants’ variable annuity contracts also provide that a 
contract holder may under specified circumstances al- 
locate net proceeds of purchase payments, in multiples of 
25%, between the fixed and the variable side of the con- 
tract. Applicants request an additional exemption from 
Section 22(d) of the Act to permit contract owners to 
transfer, during the period prior to the initiation of an- 
nuity payments, accumulated values from the fixed dollar 
portion of a contract to the variable portion without any 
deduction for sales and administrative expense. Such trans- 











fers would not be permitted more than once a year. Appli- 
cants assert that since the same sales and administrative 
charges are assessed upon purchase payments irrespective 
of whether such payments are allocated to a fixed or 
variable account, the imposition of additional sales and 
administrative charges upon transfer of such proceeds 
would be unreasonable. 


Applicants request a further exemption from the provisions 
of Section 22(d) to permit the determination of the appli- 
cable sales and administrative charges, which vary depend- 
ing upon the size of a purchase payment, to be based on 
the entire amount of the purchase payment received pur- 
suant to a single purchase payment contract regardless of 
the allocation of the net proceeds of the payment between 
the fixed and variable sides of the contract. 


Applicants request an additional exemption from the pro- 
visions of Section 22(d) to permit reduced sales and 
administrative charges if purchase payments under a con- 
tract are derived from amounts payable under life in- 
surance and annuity contracts issued by PFL, i.e., from 
death benefits and/or settlements under life insurance and 
annuity policies, maturity values of endowment policies, 
and cash surrender values of insurance and annuity policies. 
Applicants state that the lower sales charges are justified 
because the sales expenses associated with the sale of con- 
tracts in the circumstances described will be lower than 
the expenses which would otherwise be incurred. 


Finally, Applicants request an exemption from the pro- 
visions of Section 22(d) to permit a beneficiary named 
under any of Applicants’ variable annuity contracts to 

elect to receive the death benefit in the form of a variable 
annuity without any sales or administrative expense charges. 


Sections 26(a) and 27(c) (2) 


Sections 26(a) and 27(c) (2), as here pertinent, provide in 
substance that a registered unit investment trust, and any 
depositor and underwriter for the trust, are prohibited 
from selling periodic payment plan certificates unless the 
proceeds of all payments other than the sales load are 
deposited with a qualified bank as trustee or custodian and 
held under an indenture or agreement containing specified 
provisions. Such agreement must provide, in part, that 

(i) the custodian bank shall have possession of all the 
property of the unit investment trust and shall segregate 
and hold the same in trust; (ii) the custodian bank shall 
not resign until either the unit investment trust has been 
liquidated or a successor custodian has been appointed; 
(iii) the custodian may collect fees from the income and 

if necessary from the corpus of the trust for services per- 
formed and for reimbursement of expenses incurred; and 
(iv) that no payment to the depositor or principal under- 
writer shall be allowed the custodian bank as an expense 
except a fee, not exceeding such reasonable amount as 
the Commission may prescribe, as compensation for per- 
forming bookkeeping and other administrative expenses 
normally performed by the custodian. Although the as- 
sets of the Funds are held under custodian agreements 
with a bank having the qualifications described in Section 
26(a) of the Act, the agreement does not create a trust 
with respect to the assets of the Funds because PFL, as a 
life insurance company, must retain ownership of its pro- 
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perty. Accordingly, an exemption is requested from the 
foregoing provisions to the extent necessary to make the 
requirement that the assets be held in a trust inapplicable. 


In support of the requested exemption from the foregoing 
provisions of the Act, Applicants state that under the cus- 
todian agreements the assets of the Funds will be held by 
the custodian and will be physically segregated and sepa- 
rated from the property of any other person. 


The custodian agreements require the Custodian to dispose 
of the underlying securities and other assets of the Funds 


only for the purposes set forth in the contracts and prospect- 


uses relating thereto and only upon written instructions 
signed by certain officers of PFL or their agents. Appli- 
cants further state that PFL is subject to the supervision 
and control of the Department of Insurance of the State of 
California and other state insurance administrators, and 
that PFL files with such authorities annuai statements of 
financial condition in a prescribed form and is examined 
periodically as to its financial affairs by such authorities. 
Applicants also state that the Funds have been established 
pursuant to California law which provides that the assets 
of the Funds shall not be chargeable with liabilities arising 
out of any other business PFL may conduct. However, all 
obligations under the variable annuity contracts partici- 
pating in the Funds are general obligations of PF L and it 
may not abrogate its obligations under such contracts. 


Applicants contend that the foregoing laws, regulations and 
arrangements, and the assets and surplus of PFL provide 
substantial assurance that all obligations under the con- 
tracts issued by the Funds will be performed. 


Applicants consent that the requested exemptions may 
be subject to the conditions (1) that the charge under the 
contracts for administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and (2) that 
the payment of sums and charges out of the assets of the 
Funds shall not be deemed to be exempted from regula- 
tion by the Commission by reason of the requested order. 
However, Applicants’ consent to these conditions shall 
not be deemed to be a concession to the Commission of 
authority to regulate the payment of sums and charges out 
of such assets, other than the charges for administrative 
services, and Applicants reserve the right, in any proceed- 
ing before the Commission or in any suit or action in any 
court, to assert that the Commission has no authority to 
regulate the payment of such other sums and charges. 


Section 6(c) of the Act authorizes the Commission upon 
application to exempt any person from any provision or 
provisions of the Act conditionally or unconditionally if 
and to the extent such exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 22, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
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quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing April 22, 1974, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered wili receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8286/March 29, 1974 


In the Matter of 

MUTUAL BENEFIT GROWTH FUND 
MUTUAL BENEFIT FUND 

and 


MUTUAL BENEFIT FINANCIAL SERVICE COMPANY 
520 Broad Street 

Newark, New Jersey 07101 

(812-3586) 


ORDER PERMITTING WITHDRAWAL OF APPLI- 
CATION 


Mutual Benefit Growth Fund (“Growth Fund”) and Mutual 
Benefit Fund ("Benefit Fund”) (collectively referred to as 
“Funds”), both of which are open-end diversified, manage- 
ment investment companies registered under the Investment 
Company Act of 1940 (the “Act”), and Mutual Benefit 
Financial Service Company, the principal distributor and 
investment adviser for growth Fund and Benefit Fund 
(hereinafter collectively called “Applicants”) filed an appli- 
cation on December 21, 1973 pursuant te Section 6(c) of 
the Act for an order exempting Applicants from Section 
22(d) of the Act to permit shareholders of the Funds to 
reinvest proceeds of redemptions within 15 days. 


On February 14, 1974 the Commission issued a notice of 
the filing of the application (Act Release No. 8230) de- 
scribing the exemptions sought and giving interested per- 
sons until March 11, 1974, to request a hearing. No re- 
quests for hearing were received. 
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On March 8, 1974, Applicants filed arf amendment to the 
application requesting that the application be withdrawn 
inasmuch as the adoption by the Commission on February 
20, 1974, of Rule 22d-2 under the Act (Act Release No. 
8235), effective March 29, 1974, provides Applicants with 
the type of relief requested in the application. 


The Commission has considered the matter and finds it 
appropriate to permit withdrawal of the pending appli- 
cation. 


IT IS ORDERED that the application filed by Applicants 
is deemed withdrawn. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8287/March 29, 1974 


In the Matter of 


ABERDEEN MANAGEMENT CORPORATION 
Depositor of 

ABERDEEN FUND 

1730 K Street, N.W. 

Washington, D. C. 20006 

(811-176) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On February 26, 1974, a notice was issued (Investment 
Company Act Release No. 8258) that Aberdeen Manage- 
ment Corporation ("Applicant”), the former Depositor for 
Aberdeen Fund, an open-end diversified management 
investment company registered under the Investment Com- 
pany Act of 1940 (”Act”), had filed an application pur- 
suant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Aberdeen Fund had ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that Aber- 
deen Fund has ceased to be an investment company. Ac- 
cordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Aberdeen Fund under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8288/March 29, 1974 


In the Matter of 


MERIDIAN INCOME SECURITIES, INC. 
10 Light Street 

Baltimore, Maryland 21202 

(811-2377) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On February 27, 1974, a notice was issued (Investment 
Company Act Release No. 8253) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act"), to declare by order 
upon its own motion that Meridian Income Securities, Inc. 
("Fund") has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Meridian Income Securi- 
ties, Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 404/March 29, 1974 


REPEAL OF RULE 203-3(b), (c), (d) and (e) UNDER 
THE INVESTMENT ADVISERS ACT OF 1940 


The Securities and Exchange Commission announced today 
the repeal of paragraphs (b), (c), (d) and (e) of Rule 203-3 
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under the Investment Advisers Act of 1940, 17 CFR 275. 
203-3(b), (c), (d) and (e), effective immediately. Paragraph 
(f) of the Rule, 17 CFR 275.203-3(f), is redesignated as 
paragraph (b) and remains otherwise unchanged. 


Rule 203-3(b) provided that every registered investment 
adviser should pay a $100 annual assessment to the Com- 
mission while its registration was effective. Rule 203-3(c) 
provided that any registered adviser who filed a notice of 
withdrawal on or before June 30 of any year should pay 
one-half the annual assessment for that year, while Rule 
203-3(d) provided that any adviser who filed a notice of 
withdrawal after June 30 should pay the full assessment. 
Rule 203-3(e) provided that any adviser who failed to pay 
the assessment when due would be required to pay a late 
payment fee of $100 to defray additional costs resulting 
from such failure. 


This action was taken following the Commission's con- 
sideration of the recent decisions of the United States 
Supreme Court in National Cable Television Association, 
Inc. v. United States, ___ U.S. __, 42 U.S.L.W. 4306 
(March 4, 1974) and Federal Power Commission v. New 
England Power Company, __U. S. __, 42 U.S.L.W. 4308 
(March 4, 1974). These decisions considered the validity 
of certain fees imposed by other federal agencies pursuant 
to the Independent Offices Appropriation Act of 1952, 

31 U.S.C. 8483a. In view of the Supreme Court’s decisions, 
the Commission is undertaking a review of all fees imposed 
by it pursuant to the authority of that Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6291/March 25, 1974 


SEC v. FIDELITY REGISTRAR & TRANSFER CO., et al. 
(S.D.N.Y.) 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, an- 
nounced today that on Friday, March 1, 1974, the Honor- 
able Lawrence A. Whipple, Judge, United States District 
Court, District of New Jersey, in Newark, New Jersey, is- 
sued a final judgment of permanent injunction against 
Fidelity Registrar & Transfer Co. ("Fidelity”), located at 
One Exchange Place, Jersey City, New Jersey and its presi- 
dent, Leonard Reisch, ("Reisch”) who resides at 170-10 
130th Avenue, Jamaica, New York. The defendants, who 
consented to the entry of the permanent injunction with- 
out admitting or denying any allegations of the Com- 
mission’s complaint, were enjoined from further vio- 
lations of the anti-fraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934, in connec- 
tion with the issuance, purchase, sale and pledge of unlaw- 
fully issued securities in eight corporations, or any other 
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securities. Those corporations were Digi-Log Systems, Inc., 
Filter-Flow Corp., Micro-Therapeutics, Inc., Patents 
International Overseas Corp., Urban Computer Systems, 
Inc., Standard Container Corp., Metagraphic Systems, !nc., 
and Uppster Corp. 





In its complaint filed on September 28, 1973, the Com- 
mission alleged that Fidelity, a registrar and transfer agent 
for approximately 80 corporations, abused its fiduciary 
position with respect to the transfer and issuance of eight 
companies, by fraudulently issuing shares of stock in such 
companies to Reisch and others. In addition, the com- 
plaint alleged the unlawful use of bogusly issued securities 
by Reisch and others, including sales in the over-the-counter 
market and the pledging of bogus stock as collateral for 
personal loans. 


The receiver, Registrar and Transfer Company (New Jer- 
sey), located at 34 Exchange Place, Jersey City, New 
Jersey, appointed by the court on October 3, 1973, has 
assumed the functions of the company. Of particular note, 
the receiver has been implementing, pursuant to a sub- 
mitted plan to the court and the Commission, a plan for 
verification as to the accuracy of all prior issuances, cancel- 
lations, and transfers of the securities of corporations for 
which Fidelity acted as transfer agent, and the withdrawal 
from the securities markets and elsewhere the bogus certi- 
ficates alleged to have been issued by the defendants. 


For further information see Litigation Release No. 6090, 
October 11, 1973. 





Litigation Release No. 6292/March 25, 1974 
WEIS SECURITIES, INC. 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission an- 
nounced that on March 19, 1974 Arthur J. Levine, former 
Chairman of the Board of Weis Securities, Inc., pled guilty 
to one count of conspiracy to violate the federal securities 
laws and an information charging him with substantive 
violations of the bookkeeping provisions of the Securities 
Exchange Act of 1934. Levine had been indicted, on 

July 16, 1973, along with four other top officers of Weis 
for their activities in connection with the financial collapse 
of the brokerage firm. Weis is currently being liquidated 
pursuant to the Securities Investor Protection Act of 1970. 


For further information, see Litigation Release Nos. 5906, 
5924, 5945 and 5988. 





Litigation Release No. 6293/March 25, 1974 
BRIGADOON SCOTCH DISTRIBUTING COMPANY 
William D. Moran, Administrator of the New York Region- ) 


al Office of the Securities and Exchange Commission an- 
nounced that on March 18, 1974 the Honorable Charles H. 
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Tenney, a judge of the United States District Court for the 
Southern District of New York denied a motion by Briga- 
doon Scotch Distributing Co. and a request for a Tem- 
porary Restraining Order pending the outcome of said 
motion, seeking to quash a subpoena duces tecum issued 

by the Commission to a bank and the New York Telephone 
Co. The subpoenas sought information and documents 
relating to Brigadoon. Judge Tenney’s decision was based 
upon Brigadoon’s “lack of standing to challenge the sub- 
poena([s] .” 


Concurrently the Commission sought an order citing and 
punishing Brigadoon for contempt of a previous court order 
directing compliance with another Commission subpoena. 
For further information see Litigation Release No. 6283. 





Litigation Release No. 6294/March 26, 1974 


SEC v. BRENNAN FINANCIAL SERVICES, INC., et al. 
(N.D. Ca) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Region- 
al Administrator of the San Francisco Branch Office, an- 
nounced that on March 19, 1974, a complaint was filed in 
the United States District Court for the Northern District 
of California seeking to enjoin Brennan Financial Services, 
Inc., The Whitney Properties Corporation, Brennan Finan- 
cial Corporation (formerly Parallel Investment Planning), 
Parallel Securities, Inc., T.J. Smith and Associates, Whitney 
Enterprises of L.A., T. J. Smith and Associates of L.A., 
The James E. Brennan Corporation, Milo Whitney Smith, 
Terry J. Smith, James E. Brennan and Sidney M. Frank, 
from further violations of Sections 5 and 17 of the Securi- 
ties Act of 1933 and Section 10(b) of the Securities Ex- 
change Act of 1934 and Rule 10b-5 thereunder. The Com- 
plaint also seeks an order of the Court requiring the 
defendants to prepare and file with the Court no later than 
sixty (60) days from the date of entry of a preliminary 
injunction, an accounting of all income, fees, commissions 
and other benefits received by the defendants from the 
formation, sale and management of 81 real estate limited 
partnership syndications, and all expenditures, disburse- 
ments and other payments by the defendants for the 
benefit of the limited partnerships and a statement of the 
current financial condition of the defendants. 


The corporate defendants all incorporated in California 
were formed to perform various functions related to the 
formation, sale and management of the subject limited 
partnerships. Milo Whitney Smith is a practicing attorney. 
Terry J. Smith is a real estate broker in Dallas, Texas, for- 
merly of San Francisco. James E. Brennan is an insurance 
agent in San Francisco and Sidney M. Frank is a registered 
securities salesman in Walnut Creek, California. 


The Commission’s complaint alleges that the defendants 
failed to register securities in the form of interests in the 
above-mentioned limited partnerships which were sold to 
approximately 400 public investors in California, for a 
total of about $18 million. The partnerships purchased 
properties, primarily located in Texas, for a total of $66.4 


million. The complaint further alleges that the defendants 
violated the anti-fraud provisions of the Federal securities 
laws by omitting to disclose to investors and prospective 
investors, among other things, the following: that depress- 
ed properties having negative cash flows were purchased 

as a general practice; that income projections for properties 
were based on rental vacancy rates substantially lower than 
those existing at the time the properties were purchased; 
that the poor operating records and poor financial condi- 
tion of many of the properties necessitated loans among 
various of the partnerships and the general partner amount- 
ing to over $2 million; that all of the investments and 
operating revenues from all properties were commingled in 
a single account; that dividend payments to investors were 
frequently paid out of reserves set aside for operations or 
property improvements; and that defendant Brennan 
Financial Corporation, supposedly an independent invest- 
ment adviser, received commissions on sales of interests to 
investors it referred to the Group. 


As a result of continued negative cash flows from a number 
of properties and the exhaustion of operating reserves, in 
August 1973 the defendants stepped down from their roles 
in virtually all of the partnerships. As of the present time 
a number of the properties have been foreclosed and others 
are in default. Those partnerships which still exist and are 
operating are being managed by new general partners se- 
lected by the limited partners. 





Litigation Release No. 6295/March 26, 1974 
Glen-Arden Commodities, Inc., et al. (USDC NY) 


William D. Moran, Administrator of the New York Region- 
al Office announced today that the United States Court of 
Appeals for the Second Circuit had affirmed the Order of 
Preliminary Injunction issued by the Honorable Mark A. 
Costantino, United States District Court for the Eastern 
District of New York against Glen Arden Commodities, 
Inc., formerly known as Milbank Trading Co. of Conn., 
Inc., of Greenwich, Connecticut; Milbank Trading Co., Inc. 
of Bayside, New York; Albert J. Deeb of Old Bethpage, 
New York; Joseph Lamonica of Huntington, New York; 
Philip Weinstein of Dix Hills, New York; Charles Loffman 
of Levittown, New York; David Losey of Springfield, 
Virginia; Patricia Galioto of Bayside, New York; and 

David Loeb of Stamford, Connecticut. The defendants 
were found to have violated the registration and anti-fraud 
provisions of the federal securities laws in connection with 
their offer and sale of investment interests in scotch whisky. 
In upholding the District Court’s decision the Court of 
Appeals concluded, as had the District Court, that the 
interests in scotch whisky offered and sold by the defend- 
ants were investment contracts subject to the jurisdiction 
of the Securities and Exchange Commission. The Court in 
its decision dated March 14, 1974 stated: 


... there can be no question but that here the appell- 
ants were selling investment contracts. The defendants 
guaranteed services, they promised results. The e- 
conomic inducements were in the nature of induce- 
ments to invest. The evidence below shows that 
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investors put up their money not so much to secure casks of 
Scotch Whisky but to participate in an enterprise which was 
virtually guaranteed to “double their money” in four years. 
It ill betiooves appellants, after enticing their customers 
with fancy brochures touting their investment plan, now to 
claim there was no investment plan but the mere sale of an 
unadorned commodity. Even worse, it does violence to 

the facts. 


The Court of Appeals also affirmed the District Court's 
decision with regard to the injunction against further frau- 
dulent acts by the defendants. It found that the defendant 
companies Glen-Arden and Milbank were “essentially one” 
and that all of the individual defendants were principals 
and/or salesmen for the defendant companies. The Court 
took particular notice of the fact that the defendants pur- 
chased their whisky investments through a series of related 
corporations which enabled them to substantially “mark up 
their whisky investments through a series of resales and to 
allocate a large portion of any total corporate profits to 

the books of foreign corporations.” It also commented on 
the fact that company salesmen indicated they could “sell 
the investors’ whisky [in the Bahamas] in order to avoid 
federal taxes.” Among other fraudulent sales practices 
which the Court of Appeals commented on were the follow- 
ing: 


There was evidence indicating that defendants and 
their agents made promises to prospective investors that 
the whisky purchased would double in value in four, 
triple in six, and perhaps even quadruple in eight 

years, but in any event would enhance in value day by 
day; in this regard, investors were not told that there 
was a substantial surplus of the production of grain 
whisky in the late 1960’s which had severely depressed 
grain whisky prices. Moreover, the defendants did 

not indicate to their customers that they were charging 
Scotch whisky prices customers that they were charging 
Scotch whisky prices considerably in excess of the 
prices charged by other brokers; Glen-Arden’s prices 

in early 1972 were $2.80 per unit as opposed to prices 
available elsewhere of between $1 and $1.50... There 
was additional evidence from which it could be found 
that there were misrepresentations relative to the 
expertise of the defendants as to market conditions, 
prices and types and quality of Scotch investments. 
Investors were not told that there is no organized 
Scotch Whisky market and that the small investors’ 
quantities are not interesting to most of the brokers. 


For additional details see Litigation Release No. 6035 and 
6253. 





Litigation Release No. 6296/March 26, 1974 


SEC v. INTERNATIONAL COMMODITIES EXCHANGE, 
INC., et al (C.D. Ca) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 
mission announced on March 11, 1974 the entry by the 
Honorable A. Andrew Hauk, Judge, United States District 
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Court, of an Order of Judgment of Permanent Injunction 
against International Commodities Exchange, Inc., Valley 
Comco, Grayco Investment Inc., Robert D. Hill and Richard 
L. Gray. The defendants consented to the Judgment of 
Permanent Injunction without admitting or denying any 

of the allegations in the complaint. The defendants were 
permanently enjoined from further violations of the regis- 
tration and anti-fraud provisions of the federal securities 
laws in connection with the sale of the so-called commodity 
options of International Commodities Exchange, Inc. or 
the stock of The First Trading Company. 


The judgment contained an antidissipation order enjoining 
the defendants from directly or indirectly transferring, 
selling, pledging, assigning, concealing or otherwise dis- 
posing of or withdrawing assets, properties or funds or any 
interest therein controlled by or in the possession of the 
defendants. 





Judge A. Andrew Hauk appointed a permanent receiver, 
Mr. David G. Saunders, 458 S. Spring Street, Suite 540, 
Los Angeles, California 90013, for International Com- 
modities Exchange, Inc., Valley Comco and Grayco 
Investment Inc. The receiver is to take possession for the 
benefit of public investors, of funds, books, records and 
assets of the defendant companies. The receivership en- 
compasses an order for an accounting and restitution 
where such restitution is appropriate. 





Litigation Release No. 6297/March 27, 1974 } 


SEC v. CHRISTIAN BONDS, INC., et al. 
(W.D. Pa. Civil Action No. 74-267) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, today 
announced that on March 20, 1974, the Commission filed 
a Complaint for a permanent injunction in the United 
States District Court for the Western District of Pennsy!- 
vania charging Christian Bonds, Inc. and Glen E. Slayman 
of Beaver, Pennsylvania, with violations of the anti-fraud 
provisions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934. 


The Complaint involves the offer and sale of at least $3 
million worth of bonds by 31 churches and benevolent 
organizations to 1,500 persons between 1966 and 1972. 
The Complaint alleges that Slayman and Christian Bonds 
advised and supervised the issuers in the sale of these bonds. 
The Complaint further alleges that Slayman, Christian 
Bonds and two other affiliated companies, Arrow Engineers 
and Consultants, Inc. and Global Church Builders and 
Suppliers, Inc., gained the confidence of small, independent 
churches and benevolent organizations wishing to build a 
new facility and would offer to such organizations a 
“package deal” which included (1) arranging the financing 
through the sale of bonds, (2) rendering architectural ser- 
vices, (3) providing building materials, and (4) constructing 
or arranging for the construction of the facility. The Com- 
plaint further alleges that by offering what appeared to be 
a simple and convenient way to finance and construct new 
facilities and by making certain materially false and mis- ) 
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leading statements, defendants induced such organizations 
to enter into agreements with defendants and defendants’ 
affiliated companies whereby defendants and their affiliated 
companies obtained the bond offering, architectural and 
building materials contracts without bidding for such con- 
tracts. The Complaint alleges that defendants and their 
affiliated companies obtained at least $164,000 in fees for 
assisting and supervising the offer and sale of these securities 
and at least $650,000 in markups on building materials 

and fees for architectural services from issuers which en- 
gaged defendants and their affiliated companies. 


The Complaint further alleges that as a further part of the 
scheme and artifice to defraud, defendants made and 
advised and caused the issuers and their salesmen to make 
to investors and prospective investors the following false 
and misleading statements and omissions of material facts 
among others with respect to the securities of one or more 
of such issuers: 


(1) that church bonds “are in the same family with” 
U. S. Savings Bonds and municipal bonds, “but 
church bonds pay a higher rate of interest to the 
holders”; 


(2) that “(r) esearch shows that the regularity of 
church revenues is comparable to that of taxes”; 


(3) that Christian Bonds guarantees these securities; 
and 


(4) that Global charged a markup of 15 percent for 
which Global did nothing more than order the 
materials from the same source to which the is- 
suer or its contractor could go and instruct the 
supplier where to deliver such materials. 


Contemporaneously with the filing of this action, the 
defendants consented to the entry of a final judgment of 
permanent injunction without admitting or denying the 
allegations contained therein. Pursuant to such consent, 
the Honorable Gerald J. Weber, United States District 
Judge for the Western District of Pennsylvania, entered a 
Final Judgment permanently enjoining the defendants from 
further violations of the anti-fraud provisions of the federal 
securities laws. 





Litigation Release No. 6298/March 28, 1974 


SEC v. SITOMER, SITOMER & PORGES, et al. 
(Southern District of New York, 73 Civil Action No. 4508) 


The Securities and Exchange Commission announced that 
on March 26, 1974, the Honorable Charles H. Tenney, 
United States District Court Judge for the Southern Dis- 
trict of New York signed a final Judgment of Permanent 
injunction and Ancillary Relief against Empire Fire and 
Marine Insurance Company, a Nebraska corporation, Gary 
O. Gross, chairman of the board of directors and president 
of Empire Fire and Marine, and Yale Kaplan, executive vice- 
president of Empire Fire and Marine. All three defendants 
were enjoined from violating the registration provisions of 


Sections 5 and 7 of the Securities Act of 1933 and Rules 
408 and 463 thereunder and the reporting provisions of 
Section 13(a) of the Exchange Act and Rule 13a-13 there- 
under in the registered offering of securities of Empire 
Fire and Marine or any other issuer. Empire Fire and 
Marine and Gross were also enjoined from violating the 
anti-fraud provisions of Section 17(a) of the Securities Act 
of 1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder in connection with the 
purchase and sale of securities of Empire Fire and Marine 
or any other issuer. Charges of violating Section 17 (a) of 
the Securities Act and Rule 10b-5 under the Exchange Act 
were dismissed as to Kaplan. 


Empire Fire and Marine was ordered to file with the Com- 
mission an amendment to its registration statement, dated 
May 31, 1972 and a Form SR report disclosing the payment 
of contingent fees and related compensation concerning 
the Empire Fire and Marine stock offering made pursuant 
to the said registration statement. Further, Gross was 
ordered to indemnify Empire Fire and Marine to the extent 
of approximately $300,000, subject to certain limitations 
described hereinafter, Gross transferred $200,000 out- 
right to Empire as indemnification. Gross will transfer an 
additional $100,000 to Empire to indemnify the cor- 
poration for any money paid in excess of $200,000 (excess 
amount) in final judgment or good faith settlement of any 
claims asserted in private suits based upon substantially the 
same events alleged in the Commission’s complaint and any 
legal fees incurred therewith. In determining the “excess 
amount” Gross will be credited with any recoveries 
received by Empire through cross-claims, counter-claims, 
and insurance proceeds concerning the litigation received 
or accrued within a designated time period. At the end of 
this period, Empire will return to Gross the balance, if 

any, of the $100,000 after deducting the “excess amount.” 
The defendants consented to the entry of the judgment 
and ancillary relief without admitting or denying the al- 
legations in the complaint. 


For further information see Litigation Release No. 6107. 
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